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PREFACE 


There  are  many,  questions  to  be  dealt  with  when  there  is  to  be  an 
examination  of  the  social  services  and  their  provision.  Some  recent 
political  questions  have  centered  on  the  possible  distrust  of  the  pri¬ 
vate  for-profit  operators  of  social  services.  Others  have  centered  on 
the  lack  of  funds  in  the  hands  of  the  voluntary,  non-profit  agencies  to 
carry  out  a  proper  amount  of  service. 

To  be  able  to  test  whether  a  particular  auspice  mix  is  appropriate 
and  whether  it  meets  the  criteria  of  economically  efficient  provision  of 
services  is  difficult  in  the  absence  of  appropriate  data.  Therefore, 

this  report  deals  with  the  data  requirements  for  a  system  which  would  be 
accountable  to  the  taxpayer,  the  clientele,  the  various  managers  and 
boards  of  directors,  and  to  the  workers  in  the  social  service  system. 

The  contention  is  that  an  accountable  system  can  facilitate  the  emerg¬ 
ence  of  a  large  voluntary,  non-profit  delivery  system  while  minimizing 
government  interference  at  agency  board  and  management  levels.  Implicit 
in  this  contention  is  the  notion  that  Ontario  has  a  heterogeneous  popu¬ 
lation  and  as  such  can  benefit  from  a  heterogeneous  social  service  sys¬ 
tem  with  a  mix  of  auspices,  governmental  and  voluntary,  non-profit  in 
particular.  This  report  sees  a  place  for  profit-oriented  firms  where 
fee  income  can  carry  the  cost. 

The  policy  paper  is  supplemented  by  two  separate  working  papers 

entitled  The  Feasibility  of  Cost-Outcome  Analysis  in  Ontario  Social 

Services:  Six  Case  Studies  and  Selected  Attributes  of  the  Ontario  Social 


Service  System. 
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Issues  Around  Accountability 


The  Ontario  Ministry  of  Community  and  Social  Services,  in  1980-81, 
was  deeply  engaged  in  a  $951,205,716  social  service  delivery  system.  In 
that  fiscal  year,  87%  of  those  funds  came  from  federal,  provincial,  and 
municipal  taxes,  10.3%  from  fees  and  endowment,  and  2.7%  from  the  United 
Way . 

With  respect  to  administrative  auspices  for  the  delivery  of  the 
social  services  involved,  49%  were  administered  by  voluntary,  non-profit 
agencies,  43%  by  government  departments,  and  8%  by  profit-oriented 
firms,  chiefly  commercial  day  care  centres. ^ 

For  these  macro  profiles  on  income  sources  and  the  auspice  mix  for 
service  delivery,  social  services  are  defined  as  all  categories  of 
treatment  services,  excluding  income  maintenance  programs  (General  Wel¬ 
fare  Assistance  and  Family  Benefits),  currently  encompassed  by  the  Pro¬ 
vincial  Acts  assigned  to  the  Ontario  Ministry  of  Community  and  Social 
Services  for  implementation  and  oversight.  Excluded,  therefore,  are  all 
health  programs  under  the  jurisdiction  of  the  Ontario  Ministry  of 
Health,  all  recreation  programs  under  the  Ontario  Ministry  of  Culture 
and  Recreation,  and  a  small  volume  of  social  services  under  the  Ontario 
Ministry  of  Corrections. 

^  See  Appendix  A  for  the  detail  with  respect  to  data  sources  for 
this  analysis.  The  $951,205,716  included  federal -provincial  expendi¬ 
tures  of  $765,483,400  which  was  4.5%  of  total  Government  of  Ontario  ex¬ 
penditures  of  $16,836,000,000  in  that  fiscal  year. 
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Since  1972,  the  Ontario  Ministry  of  Community  and  Social  Services 
has  been  committed  to  a  four-fold  philosophy  of  "decentralization" 
(delegating  Ministry  administration  to  four  regional  and  ten  area 
offices),  "devolution"  (minimizing  the  volume  of  government  administered 
social  services),  "reprivatization"  (maximizing  the  use  of  voluntary, 
non-profit  or  commercial  delivery  agents),  and  "de-institutionalization" 
(earlier  detection  and  treatment  of  social,  emotional,  behaviour,  and 
disability  problems  in  the  populations  to  permit  more  effective,  less 
expensive  out-patient  and  community  care  solutions). 

With  49%  of  Ontario  social  services  in  1980-81  administered  by 
voluntary,  non-profit  agencies  and  another  8%  by  profit-oriented  firms 
for  a  total  of  57%  under  private  sector  administration,  the  Ministry 
would  appear  to  be  making  good  progress  toward  its  structural  goals  for 
Ontario.  Among  Canada's  ten  provinces,  only  British  Columbia  and 
Ontario  have  such  a  large  proportion  of  social  services  administered  by 
voluntary,  non-profit  organizations.^ 

With  this  particular  auspice  mix,  it  is  not  surprising  that  the 
question  of  accountability  has  emerged  as  a  prime  question  for  the 
Ontario  Ministry  and  the  Cabinet. 

In  December  1979,  the  Ministry  released  a  document  entitled  Fund¬ 
ing  Children's  Services  in  the  1980s.  At  the  time,  the  Ministry  struc¬ 
tured  its  consultation  and  development  activity  under  three  divisions: 
children's  services,  adult  services,  and  mental  retardation  services. 
The  1979  document  reviewed  four  possible  options  for  approaching  the 

^  See  Appendix  B  for  an  analysis  of  the  ten  provinces  as  to  admin¬ 
istrative  mix  for  social  service  delivery. 
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Ministry's  priority  setting  and  funding  responsibilities  under  Ontario's 
rather  special  mix  of  government  department,  voluntary,  non-profit  and 
profit-oriented  delivery  agent  auspices: 

1.  Global  budget  approach 

2.  Line-by-line  budget  approach 

3.  Outcomes  and  systems  approach 

4.  Service  approach 

The  document  reports  that  the  "service  approach"  was  selected.  Under 
this  approach,  the  Ministry  at  the  provincial  level  of  priority  setting 
and  funding,  after  setting  a  cap  on  total  Ministry  spending  for  social 
services  each  year,  would  monitor  and  shape  expenditures  under  eight 
kinds  of  services  across  the  Province.  The  document  illustrates  the 
control  mechanism  with  the  following  table  (Ontario  Ministry  of  Com¬ 
munity  and  Social  Services,  1979,  34). 

The  Division's  Allocation  of  Monies 


Last  Year's 
Expenditures 

Next  Year's 

A1 1 ocati on 

Prevention 

1  .0% 

1  .2% 

Re  sidential 

43.0 

38.7 

Day  care 

12.0 

12.0 

Home  Service 

35.0 

39.2 

Outpatient 

2.5 

3.0 

Teaching 

0.5 

0.5 

Research 

0.5 

0.4 

Administration 

5.5 

5.0 

100.0 


100.0 
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In  addition  to  a  rracro  level  accountability  procedure  using  these  eight 
"service  areas",  the  1979  document  discusses  the  use  of  per  capita  rates 
on  the  number  of  children  in  each  regional  and  area  office  territory  to 
maintain  some  equity  as  to  the  capped  funds  made  available  across  all 
territories . 

In  this  paper,  the  view  is  taken  that  while  the  capped  funds  -eight 
service  areas  -  per  capita  child  population  approach  may  be  a  sound 
accountability  instrument  for  macro  allocations,  it  is  not  sufficient  to 
guide  fund  allocations  from  the  twelve  area  offices  to  local  publicly 
administered  services  or  to  the  local  voluntary,  non-profit  agencies 
which  are  now  administering  49%  of  the  social  services.  ^ 

It  is  suggested,  herein,  that  the  Ministry  use  unit  cost  data  and 
cost-outcome  data  to  guide  fund  allocations  to  both  governmental  and 
non-governmental  delivery  agents  at  the  area  office  level.  This  would, 
in  a  sense,  revive  the  "outcome  and  systems  approach"  but  only  for  use 
by  local  operating  agencies  and  by  area  office  managers  of  the  Ministry 
in  detailing  their  annual  allocation  grants  (transfers)  to  local  pro¬ 
grams  . 

In  order  to  explore  the  feasibility  of  using  both  unit  cost  and 
cost-outcome  data  from  local  operating  agencies,  six  cost-outcome  demon¬ 
strations  were  completed  in  1982-83  in  six  diversified  settings:  child¬ 
ren's  mental  health  centre,  children's  aid  society,  group  home,  voca- 

^  There  is  some  question  as  to  whether  problem  severity  and  problem 
rates  are  the  same  in  all  regions  but  macro  allocations  do  not  require 
that  the  funds  be  allocated  according  to  more  than  a  politically  justi¬ 
fiable  equality  per  capita. 
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tional  rehabilitation,  remedial  nursery  school,  and  a  charitable  home 
for  the  aged.1* 

A  further  issue  related  to  a  strategy  for  accountability  at  the 
macro  (province-wide)  mezzo  (Ministry  area  office)  and  micro  (local 
operating  agency)  level  has  to  do  with  what  kind  of  an  area-wide  social 
planning  body  can  best  assist  the  twelve  area  offices  of  the  Ministry 
and  the  various  municipal  governments  in  their  local  priority  setting 
and  allocation  decisions. 

Over  the  past  decade,  the  Ontario  Ministry  of  Community  and  Social 
Services  has  taken  an  active  interest  in  decentralizing  not  only  its  own 
administrative  structure  but  in  stimulating  local,  community-wide  social 
planning  capacity,  as  well.  Prior  to  1979,  the  Ontario  Ministry  looked 
chiefly  to  voluntary  Social  Planning  Councils  and  to  the  Planning  Divi¬ 
sions  of  United  Way  Organizations  to  carry  the  local  social  planning 
functions.  However,  with  growing  awareness  that  most  of  the  money  for 
Ontario  social  services  was  being  shared  through  the  tax  structure,  a 
search  for  one  or  more  prototypes  for  governmen tally  funded  and  control¬ 
led  local  social  planning  bodies  was  undertaken.  The  Ontario  Ministry 
of  Health  was  developing  a  network  of  District  Health  Councils  under 
Health  Ministry  control.  The  Ontario  Ministry  of  Community  and  Social 
Services,  in  1978,  funded  two  comprehensive  local  social  planning  proto¬ 
types  in  Sudbury  and  in  the  Regional  Municipality  of  Waterloo.  They 

^  An  overview  of  these  six  cost-outcome  demonstrations  is  provided 
later  in  this  paper.  A  detailed  report  on  procedures  and  findings  is 
available  under  separate  cover  from  the  Ontario  Economic  Council  under 
the  title  The  Feasibility  of  Cost-Outcome  Analysis  in  Ontario  Social 
Services;  Six  Case  Studies  (Working  Paper  1983). 
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were  called  Social  Resource  Councils  and  were  placed  under  the  control 
of  the  municipal  governments  concerned.  The  Social  Resources  Council  of 
the  Regional  Municipality  of  Waterloo  was,  in  1981,  approved  by  the  Min¬ 
istry  for  on-going  Ministry  funding  on  a  shared  basis  with  the  Regional 
Municipality  of  Waterloo. 

Beginning  about  1972,  several  municipal  governments  developed  and 
funded  one  or  more  social  planning  positions  located  in  the  local  physi¬ 
cal  planning  department  or  the  local  municipal  social  services  depart¬ 
ment.  As  of  1983,  there  were  estimated  to  be  some  five  municipal  gov¬ 
ernments  with  such  positions."1 

In  1980,  the  Ontario  Ministry  of  Community  and  Social  Services 
announced  plans  for  funding  a  small  number  of  Local  Children's  Services 
Committees.  These  new  social  planning  committees  were  related  to  muni¬ 
cipal  government  in  a  variety  of  ways.  All  of  them,  on  a  demonstration 
basis,  were,  over  three  years,  to  move  to  the  capacity  of  being  able  to 
make  the  funding  decisions  on  all  federal-provincial  and  municipal  funds 
being  contracted  to  local  children's  services.  In  1982,  the  Ministry 
cancelled  the  LCSC  demonstrations  and  substituted  the  funding  of  muni¬ 
cipally  appointed  and  controlled  Co-ordinating  and  Advisory  Groups  (CAG) 
whose  functions  will  be  advisory  only  to  municipal  government  and  to  the 
Ministry  area  office  involved.  As  of  1983,  then,  the  local  technical 


For  a  survey  of  social  planning  functions  being  carried  by  both 
voluntary  and  governmental  social  planning  bodies  in  Ontario  as  of  1982, 
see  Gordon  Lugsdin,  A  Framework  for  Considering  the  Relationship  Among 
Se 1 e c ted  Voluntary  and  Public  Social  Planning  Organizations  in  Ontario 
prepared  for  the  Municipal  Social  Planning  Division  Subcommittee  of  the 
Ontario  Municipal  Social  Services  Association  (April  1982).  Available 
from  Gordon  Lugsdin,  Administrator,  Social  Planning  Division,  Social 
Service  Department,  Regional  Municipality  of  Niagara,  2201  St.  David's 
Road,  Thorold,  Ontario  L2V  4T7. 
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social  planning  functions  (population  problems  and  service  needs  assess¬ 
ment,  program  and  budget  review,  and  agency  consultation)  are  being 
carried  by  a  Social  Resources  Council  (in  Waterloo  Region),  municipal 
social  planning  positions  in  the  physical  planning  department  or  social 
services  department  (in  Metro  Toronto  and  the  Regional  Municipalities  of 
Ottawa-Carle ton ,  Niagara,  and  Hamil ton-Wentworth  and  Waterloo],  by  a  Co¬ 
ordinating  and  Advisory  Group  (CAG),  or  by  cooperation  among  these  var¬ 
ious  social  planning  units.  Primary  responsibility  for  providing  the 
agency  consultation  required  to  help  operating  agencies  extend  their 
program  evaluation  capacity  to  include  the  generation  of  unit  cost  data 
and  cost-outcome  data  for  discrete  programs  would  come,  of  course  from 
the  professional  staff  members  of  these  local  social  planning  units  and 
from  the  Ministry's  four  regional  offices  and  twelve  area  offices.  Spe¬ 
cialized  consultation  in  such  areas  as  the  development  and  computeriza¬ 
tion  of  agency  information  systems  would  likely  continue  to  come  from 
Ministry  headquarters  personnel  at  Queen's  Park  in  Toronto. 

The  final  authority,  however,  for  the  allocation  of  $387,049,  700  of 
Ministry  funds  being  transferred  to  voluntary,  non-profit  agencies  (as 
of  1980-81  )  still  rests  with  the  area  managers  and  their  respective  reg¬ 
ional  office  directors — by  delegation  from  the  Minister  of  Community  and 
Social  Services.  Final  authority  for  allocation  decisions  around  an  ad¬ 
ditional  $30,756,401  in  municipal  funds  (as  of  1980-81)  rests  with  each 
municipal  council.  Final  authority  for  the  allocation  of  $26,007,083  of 
United  Way  funds  (as  of  1981)  rests,  of  course,  with  the  United  Way 
Organizations  in  Ontario. 

In  addition  to  the  issues  around  strategies  of  accountability  at 
the  macro  (province-wide),  mezzo  (area  office)  and  micro  (operating 
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agency)  levels,  there  is  a  conceptual  issue  related  to  the  epidemeology 
of  social,  emotional  and  behaviour  problems  in  the  population  which 
should  also  be  clarified.  It  has  to  do  with  the  distinction  between 
what  is  termed  developmental  provision  programs  (family  life,  church, 
synagogue,  school,  Girl  Guides,  recreation,  etc.)  and  treatment  ser- 
vices .  The  former  represent  the  great  garden  of  primary  prevention 
(preventing  the  onset  of  symptoms).  The  latter  are  really  dedicated  to 
secondary  prevention  (early  detection  and  treatment  of  symptoms  that 
have  appeared)  and  tertiary  prevention  (minimizing  the  impact  of  chronic 
problem  conditions  on  a  client's  functioning  as  a  family  member,  employ¬ 
ee,  and  citizen ).k  There  has  been  considerable  agonizing  in  the  litera¬ 
ture  about  the  need  for  more  primary  prevention  programs  to  be  provided 
by  social,  health  and  rehabilitation  agencies.  However,  it  is  increas¬ 
ingly  recognized  that  while  human  service  professionals  can  be  useful  in 
family  life  education  and  health  education  generally,  social  and  health 
services  are  not  in  themselves  the  arenas  for  promoting  normal  develop¬ 
ment;  the  great  cultural  carriers  of  primary  prevention  are  the  family, 
school,  religious  and  ethnic  groups,  recreation  programs  and  the  per- 

*7 

f orming  ar ts . 


k  The  Ontario  Ministry  of  Community  and  Social  Services  has  pub¬ 
lished  and  outstanding  monograph  an  the  subject  of  prevention  entitled 
The  State  of  the  Art:  A  Background  Paper  on  Prevention,  (October  1979). 
Also  see  Michael  Krashinsky,  User  Charges  in  the  Social  Services:  An 
Economic  Theory  of  Need  and  Ability  (1981).  The  Krashinsky  concept  of 
"inability"  relates  easily  to  our  concept  of  "inferred  market  demand". 

7  By  implication,  most  of  the  preventive  work  must  be  undertaken  by 
the  sectarian  and  non-sectarian,  voluntary  non-profit  sector;  if  ulti¬ 
mate  savings  at  the  treatment  level  are  to  be  made,  support  for  develop¬ 
mental  provision  programs  is  most  appropriate. 
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This  conceptual  distinction  is  crucial  also  to  an  understanding  of 
the  difference  in  economic  theory  between  direct  market  demand  for  agri¬ 
cultural  and  manufactured  goods,  and  inferred  market  demand  for  social 
and  health  service  goods.  The  latter  is  dependent  upon  professional 
diagnostic  judgment  rather  than  consumer  choice.  A  mother  may  present  a 
pre-school  child  with  serious  behaviour  problems  but  she  will  not  ordin¬ 
arily  be  able  to  decide  what  the  diagnosed  problem  may  be  which  lies  be¬ 
hind  this  symptomatic  behaviour,  and  hence  she  will  not  know  what  part¬ 
icular  social,  psychiatric,  psychological,  or  medical  service  is  needed . 
The  market  demand  for  the  needed  service,  then,  can  only  be  established 
by  the  application  of  specialized  knowledge  and  specialized  early 
screening  and  diagnostic  instruments.  We  term  this  latter  demand  an 
inferred  market  demand.  It  is  closely  associated  with  our  concept  of 
the  role  of  technical  social  planning  functions  required  at  the  area 
office  level  in  Ontario. 

Two  further  issues  related  to  economic  theory  and  trends  in  re¬ 
search  methodology  for  program  evaluation  will  be  addressed  in  the  chap¬ 
ters  to  follow.  These  issues  have  to  do  with  the  questions  (1)  what 
should  be  maximized  in  a  social  service  organization,  and  (2)  what  can 
be  done  about  the  question  of  "bias"  when  operating  agencies  set  their 
own  treatment  outcome  measurement  scales  and  agency  workers  rate  the 
progress  of  their  own  clients  using  those  scales? 

Before  proceeding,  let  us  observe  that  it  would  have  been  nice  to 
be  able  to  answer  the  question,  given  Ontario's  present  administrative 
auspice  mix  of  voluntary,  non-profit  49%,  government  department  43%,  and 
profit-oriented  firm  8%,  which  auspice  sector  would  be  most  appropriate 


in  delivering  social  services?  Perhaps  in  the  near  future  this  question 
will  be  answerable.  But  in  1983,  the  unique  data  requirements  involved 
and  the  absence  of  unit  cost  and  in  particular  cost-outcome  data  pre- 
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elude  any  more  than  a  philosophical  review  of  the  question.  It 
intention  here  to  identify  the  necessary  data  requirements  for 
work  on  this  issue. 


is  the 
urther 


CHAPTER  II 


MAXIMIZATION  OPTIONS  FOR  SOCIAL  SERVICE  ORGANIZATIONS 

Before  proceeding  to  examine  the  accountability  of  the  social 
service  sector,  it  is  useful  to  review  possible  behavioural  assumptions 
which  might  be  drawn  upon  to  explain  the  behaviour  of  a  social  service 
organization,  regardless  of  auspice.  From  prevailing  economic  theory, 
seven  major  possibilities  can  be  identified:  profit  maximization  (ob¬ 
viously  not  an  option  for  non-profit  service  corporations),  revenue  or 
sales  maximization,  growth  maximization,  stability  or  survival  maxi- 
mization,  managerial  emolument  maximization,  budget  maximization  (the 
bureaucratic  behaviour  option),  or  the  satisficing  model  (a  social  sys¬ 
tems  theory  model  acknowledging  the  dynamic  interplay  of  several  refer¬ 
ence  groups  such  as  consumers,  board  members,  funding  bodies,  managers, 
elected  officials  and  voter-taxpayers). 

The  satisficing  model  is  the  most  appropriate  for  social  service 
enterprises.  The  most  influential  reference  groups  (or  actors)  in  the 
Ontario  social  service  system  would  appear  to  be  (1)  the  Ministry  of 
Community  and  Social  Services  along  with  the  Cabinet  as  chief  funder, 
(2)  the  elected  officials  who  vote  the  appropriations,  (3)  the  client 
or  user,  (4)  the  family  members,  friends,  relatives  and  advocates  of 
present  and  potential  users,  (5)  the  service  provider,  professional  or 
otherwise,  (6)  voluntary  agency  board  members,  (7)  the  service  volun¬ 
teer,  (8)  the  voluntary  contributor,  and  (9)  the  voter-taxpayers  who 
want  effective  help  for  their  own  family  members,  friends  and  neighbors 
but  also  want  to  keep  their  tax  "burden"  at  a  responsible  minimum. 

Private  philanthropy  currently  provides  less  than  3%  of  the  funds 


required  for  a  mature  social  service  system  in  Ontario.  With  87%  of 


the  money  coming  from  the  federal,  provincial  and  municipal  tax  struc¬ 
ture,  the  context  for  the  social  service  industry  is  indeed  dynamic  and 
political.  Many  concerned  observers  of  the  system  and  participants 
within  are  actively  interested  in  ensuring  that  the  system  not  stabil¬ 
ize  at  its  current  funding. 

The  satisficing  model  (and  its  behavioural  assumptions)  seems, 
then,  to  provide  the  best  framework  for  analysis.  The  extension  of 
present  program  evaluation  procedures  to  include  the  use  of  cost-out¬ 
come  data  for  internal  agency  program  development  and  for  external 
funding  decisions  may  also  facilitate  the  best  possible  equilibrium 
within  the  Ontario  social  service  system  by  helping  to  "satisfy"  all 
major  reference  groups.  The  "capping"  is  also  subject,  of  course,  to 
the  dynamic  interplay  of  various  constituency  forces. 

The  special  role  of  local  social  planning  units  is  to  provide  some 
objective  data  as  to  problem  rates  and  hence  service  needs  within  each 
population  area.  All  reference  groups  can  have  access  to  such  informa¬ 
tion  and  the  values  affirmed  by  these  various  constituencies  within  the 
electorate  would  largely  determine  what  priority  would  be  given  by 
government  to  the  various  human  problem  areas.  We  are  reminded,  there¬ 
fore,  that  every  mature  society  rests  essentially  upon  the  quality  of 
conscience  and  compassion  which  is  continually  nurtured  by  its  family 
life,  churches  and  synagogues,  schools  and  universities,  and  eventually 
consolidated  in  public  social  policy.  The  local  social  plan  must  pri- 
orize,  however,  in  order  to  facilitate  a  matching  of  the  marginal  bene¬ 
fits  with  marginal  costs. 

To  determine  the  behavioural  patterns  in  the  social  services,  one 


has  to  start  with  the  knowledge  that  most  social  services  in  Ontario 


are  produced  by  government  and  non-profit  agencies.  Consequently,  it 
is  appropriate  to  look  at  whether  the  behavioural  models  of  economics 
suggest  a  motivating  force  that  will  cause  the  agency  to  be  accountable 
and/or  efficient. 

While  it  might  be  useful  to  examine  as  Dennis  Young  recently  did 


( Young, 

1983, 

pp. 

55-74)  the  types  of 

entrepreneur  (professional. 

artist, 

believer, 

searcher,  independent, 

conserver,  power  seeker, 

and 

income 

seeker ) 

for 

an  explanation  of  behaviour  patterns  in  the 

non- 

profit 

sector , 

the 

temptation  is  avoided 

here  on  the  basis  that 

more 

can  be  gained  from  an  exploration  of  how  the  various  economic  models  of 
the  firm  make  the  satisficing  model  the  best  explanation  of  the  eco¬ 
nomic  behaviour  of  the  managers  of  Ontario's  social  services. 

Profit  Maximization  Model 

Economists  are  trained  to  believe  that  when  agricultural  or  manu¬ 
factured  goods  producers  maximize  profits  and  when  consumers  maximize 
utility,  the  economic  resources  will  be  allocated  optimally  (Henderson 
and  Quandt,  1958,  chapter  5). 

For  equilibrium  conditions  to  hold  simultaneously  for  consumers, 
business,  and  resource  cwners  in  a  market  economy,  a  number  of  condi¬ 
tions  must  be  present.  The  price  and  output  rate  for  each  separate 
commodity  must  be  at  levels  consistent  with  demand  and  supply.  If 
either  a  surplus  or  shortage  condition  exists,  price  and/or  output  rate 
adjustments  will  be  made.  Moreover,  the  prices  of  and  output  rates  for 
all  complementary  and  substitute  products  must  be  mutually  consistent. 
Finally,  the  same  equilibrium  characteristics  found  in  commodity  mar- 


kets  must  be  present  in  resource  input  markets.  In  other  words,  given 
the  prevailing  prices  of  inputs,  there  must  be  no  motive  for  input  mix 
changes  by  profit-oriented  firms  under  traditional  market  economy 
assumptions . 

The  guiding  forces  in  this  type  of  model  remain  wherever  direct 
market  demand  conditions  provide.  They  include  consumer  tastes  and 
preferences,  production  and  managerial  technologies,  resource  supplies, 
business  goals  (profit  max imiza tion ) ,  and  lack  of  government  interfer¬ 
ence.  Note  that  profit  maximization  forces  firms  to  adjust  outputs 
(price  and  quality)  so  as  to  maintain  efficient  use  of  resources  and 
keep  the  consumer  happy.  Prices  become  a  message  by  which  the  tradi¬ 
tional  market  operates  efficiently.  This  is  the  case  of  perfect  compe¬ 
tition.  However,  profits  are  not  long-term.  * 

Monopoly  firms  in  traditional  economic  theory  are  technically  in¬ 
efficient  (operating  on  an  average  total  cost  curve  that  is  not  necess¬ 
arily  the  lowest  possible)  as  well  as  allocatively  inefficient.  In 
other  words,  monopoly  firms  produce  too  little  output  at  too  high  a 
price.  The  reason  is  that  the  monopoly  firm  equates  its  marginal  costs 
(the  additional  cost  of  producing  an  extra  unit  of  the  good)  to  its  own 
marginal  benefit  (the  firm's  marginal  revenue)  rather  than  to  society's 
marginal  benefit  (represented  by  the  firm's  average  revenue). 

1  Long-term  equilibrium  in  the  perfectly  competitive  sector  of  the 
economy  implies  no  profits  of  the  excess  profit  nature.  Normal  profits 
or  an  opportunity  cost  return  to  capital  is  not  considered  to  be  a 
profit  by  economists.  This  differs  from  the  accountants'  measure  of 
profit. 
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Revenue  Maximization  Model 

One  alternative  to  profit  maximization  is  to  maximize  revenue 
(Baumol,  1967,  chapter  6).  Here  the  firm  views  sales  revenue  as  a  key 
yardstick  of  business  performance  since  it  is  viewed  as  reflecting  con¬ 
sumer  acceptance  of  their  product  and  hence  firm  vitality.  Most  econo¬ 
mists  who  have  argued  that  revenue  naximization  is  one  force  explaining 
the  operations  of  a  profit-oriented  firm  also  argue  that  the  firm  is 
constrained  from  pursuing  revenue  rraximiza tion  to  the  extent  that  pro¬ 
fits  are  seriously  impaired.  The  latter  would  constrain  the  profit- 
oriented  firm  by  keeping  bankers  and  investors  from  offering  capital 
and  thus  deny  the  firm  the  option  of  long-run  growth  and  revenue  maxi¬ 
mization  . 

Revenue  maximization  is  sometimes  referred  to  as  sales  mximiza- 
tion.^  There  is  a  real  difference  between  the  two  which  must  be  enum¬ 
erated  here.  Revenue  rraximiza  tion  refers  to  price  and  quantity  whereas 
sales  max imization  depends  only  on  the  quantity.  Revenues  will  depend 
on  the  elasticity  of  demand  for  the  product  (an  elasticity  of  greater 
than  one  allowing  an  increase  in  total  revenue  when  price  is  reduced). 
Sales  max  imization  implies  that  no  peak  exists  to  total  revenue  and 
that  all  that  is  important  to  the  firm  is  maximizing  quantity. 

^  For  an  example  of  the  two  being  considered  as  one  theory,  see 
Arthur  A.  Thompson,  Jr.,  Economies  of  the  Firm:  Theory  and  Practice, 

second  edition  (Englewood  Cliffs,  N.J.:  Prentice-Hall,  Inc.  1973)  p. 
324.  For  the  theory,  see  William  Baumol ,  Business  Behaviour,  Value 
and  Growth,  first  edited  revision  (New  York:  Harcourt,  Brace  and 
Japvanovich,  Inc.,  1967),  pp.  45-52. 


16. 


The  two  conditions  are  similar  in  that  they  both  emanate  out  of 
the  observation  that  people  tend  to  view  a  company  whose  product  is  in¬ 
creasing  (measured  in  quantity  x  price  terms)  as  being  well-run.  In¬ 
deed,  the  list  of  consequences  of  declining  sales  or  revenue  is  im¬ 
pressive  and  includes: 

1.  reluctance  of  financial  institutions  to  provide  capital 

2.  loss  of  distributors 

3.  deterioration  in  personnel  relations 

4.  negative  impact  on  executive  salaries 

5.  creation  of  stockholder  dissatisfaction,  and 

6.  consumer  avoidance  of  the  product. 

Again,  it  is  necessary  to  recognize  the  role  that  profit  plays  in 
the  sales  maximization  goal.  Obviously,  funds  are  required  to  expand 
output  so  that  part  of  the  sales  iraximiza tion  goal  is  to  generate  the 
necessary  funds,  either  through  retained  earnings  or  external  sources 
(borrowing  or  equity).  Consequently,  a  high  profit  level  is  consistent 
with  the  sales  maximization  model.  However,  high  profits  also  conflict 
with  the  firm's  objective  since  the  highest  profits  occur  when  sales 
are  limited. 

Sales  maximization  would  appear  to  be  consistent  with  long-run 
profit  maximization  and  my  only  be  a  variation  of  the  profit  mximiza- 
tion  goal.  Moreover,  in  large  firms  with  many  decision-making  centers, 
it  is  unlikely  that  long-run  profit  maximization  can  be  a  realistic 


goal  that  can  be  articulated. 


On  the  other  hand,  decision-makers  my 
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be  indoctrinated  with  an  emphasis  on  quantity  or  sales  maximization  in 
the  short-run. 

Growth  Maximization  Model 

Based  on  the  technostructure,  Galbraith  believes  that  security, 
autonomy,  and  self-interest  relate  to  a  satisfactory  level  of  profits 
coupled  with  the  greatest  possible  rate  of  sales  revenue  growth 
(Galbriath,  1967,  chapter  15).  Because  decision-making  in  large,  pro¬ 
fit-oriented  corporations  is  shared  by  technicians,  engineers,  scien¬ 
tists,  accountants  along  with  the  president  and  vice-presidents,  corp¬ 
orate  decisions  are  not  often  trade  by  individuals  but  by  committee. 
The  ma j  or  goal  of  the  technostructure  is  to  preserve  its  own  power 
which  it  can  do  by  showing  the  shareholders  a  "satisfactory"  profit 
which  keeps  the  shareholders,  bondholders,  and  bankers  from  looking  too 
closely  at  decisions  (thereby  decreasing  autonomy)  and  generating 
growth  which  generates  more  and  better  jobs  as  well  as  promotions  for 
those  in  the  technostructure  and  permits  progressive  increases  in  divi¬ 
dends  . 

Salaries  and  power  within  technostructure  are  seen  as  being  en¬ 
hanced  by  sales  growth  so  long  as  profit  at  a  satisfactory  level  is 
present.  Profit  maximiza tion ,  on  the  other  hand,  requires  the  techno¬ 
crat  to  subordinate  his  personal  pecuniary  interest  to  that  of  the 
stockholder.  Since  growth  protects  the  technocrat,  growth  becomes  the 
goal.  Indeed,  the  opposite,  contraction  means  that  some  members  of  the 


technostructure  might  have  to  be  discharged  which  impairs  the  committee 


system  of  decision-making.  Moreover,  there  is  no  impersonality  assoc¬ 
iated  with  firing  a  member  of  the  technostructure. 
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Stability  Maximization  Model 

Both  Boulding  and  Galbraith  have  introduced  to  economists  the 
survival  or  stability  motivation  as  being  stronger  than  profit  as  a 
compelling  instinct  (Boulding,  1950,  26-27  and  Galbraith,  1967,  167). 

Even  with  a  maximum  profit,  the  firm  might  have  difficulty  surviving 
because  of  inadequate  cash  flow,  shrinking  markets,  or  takeover.  Thus 
stability  calls  for  market  share  maintenance,  as  well  as  emphasis  on 
volume  and  profits. 

While  it  would  not  be  appropriate  to  label  stability  maximization 
as  a  force  to  motivate  managerial  decisions,  there  is  undoubtedly  some 
truth  to  the  proposition  that  it  is  an  important  first,  prior  to  any 
motivating  forces  taking  hold.  Thus,  it  is  necessary  to  see  it  in 
context  because  it  may  be  very  helpful  in  predicting  or  explaining 
business  decisions. 

Emolument  Maximization  (Bureaucratic  Discretion)  Model 

Implicit  in  the  Galbraithian  separation  of  managers  from  share¬ 
holders  and  in  all  the  models  considered  so  far,  except  the  profit 
maximization  model ,  is  the  concept  that  managers  are  the  decision¬ 
makers  who  try  to  maximize  their  own  well-being  subject  to  constraints. 
The  idea  that  managers  attempt  to  select  policies  which  maximize  their 
own  utility  is  not  entirely  out  of  line  with  the  profit  motive  for  in 


the  small  owner-operated  firm,  profit  provides  the  means  by  which  the 
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owner-operator  maximizes  his  own  satisfaction.  Moreover,  many  econo¬ 
mists  have  argued  that  non-pecuniary  income  as  well  as  pecuniary  income 
must  be  included  in  profits. 

Oliver  E.  Williamson  in  his  The  Economics  of  Discretionary  Behav- 
ior  undertook  to  express  his  concept  in  more  concrete  theoretical  terms 
(Williamson,  1964,  28-37).  While  Williamson  considers  the  traditional 

firm,  he  argues  that  the  immediate  goals  of  managerial  behaviour  in¬ 
clude  : 

1.  regular  pecuniary  compensation 

2.  freedom  from  anxiety 

3.  position  of  affairs  (status) 

4.  position  of  influence  over  others  (power) 

5.  general  esteem  (prestige) 

6.  performance  of  office  for  the  benefit  of  society 

7.  professional  excellence. 

Since  Williamson  accepts  Maslow's  hierarchy  of  needs,  he  rraintains 
that  higher  order  needs  are  only  activated  when  lower  order  needs  are 
satisfied.  For  example,  in  a  monopoly  in  which  the  managers'  security 
and  dominance  needs  are  fulfilled,  more  attention  can  be  given  to  pro¬ 
fessional  excellence. 

Consequently,  in  this  view,  managers  have  a  non-neutral  attitude 
toward  expenditures.  Those  expenditure's  which  are  incurred  to  enhance 
individual  and/or  collective  objectives  of  the  managers  are  preferred 
and  these  expenditures  obviously  influence  the  firm's  operations  in 
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some  rather  systematic  ways.  One  such  managerial  preference  is  for 
staff.  An  increasing  scale  of  operations  produces  an  opportunity  for 
promotion  which  advances  the  manager's  salary  and  dominance  objective 
simultaneously.  Also,  increased  staff  size  is  the  surest  guarantee  of 
organizational  survival.  Even  professional  excellence  is  associated 
with  staff  increase  since  both  more  and  better  service  can  be  provided. 

Note  that  staff  expansion  will  lead  to  program  expansion  beyond 
the  point  where  marginal  costs  equal  marginal  benefits,  especially  when 
staff  is  desired  for  more  than  reasons  of  productivity.  Obviously, 
managerial  discretion  is  constrained  by  these  separate  considerations. 

There  is  another  area  in  which  managerial  discretion  is  important. 
Williamson  argues  that  managers,  while  preferring  salary  income,  are 
likely  to  opt  for  emoluments  (expense  accounts,  executive  services, 
pleasant  working  conditions)  since  these  are  attractive  for  tax  pur¬ 
poses  and  less  visible  to  the  board.  Since  greater  managerial  discre¬ 
tion  permits  greater  matching  of  emoluments  to  an  individual's  prefer¬ 
ences,  managerial  discretion  is  an  important  force  leading  to  resource 
allocation.  Thus,  it  can  be  said  that  so  long  as  reported  profit  in 
greater  than  or  equal  to  the  minimum  acceptable  level  of  profit,  the 
firm  is  managed  to  maximize  a  utility  function  that  has  as  its  princi¬ 
pal  components  staff,  emoluments,  and  discretionary  profit. 

The  model  that  is  developed  is  applicable  to  firms  where  competi¬ 
tive  conditions  are  not  particularly  severe,  thus  giving  management 
significant  discretion  in  developing  a  strategy.  Given  the  non-direct 
market  demand  nature  of  the  inferred  market  for  social  service  goods. 


and  the  absence  to  date  of  cost-outcome  information  to  enhance  competi- 


tion,  the  social  service  system  in  Ontario  can  be  assumed  to  be  shaped 
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to  some  extent  by  emolument  maximization  considerations. 

The  Budget  Maximizing  Model  (Bureaucratic  Model) 

As  defined  by  Niskanen  (1971),  a  bureau  is  any  organization  which 
receives  a  significant  amount  of  its  budget  from  other  than  fees-for- 
service.  This  model  has  not  been  dealt  with  so  much  for  profit-orien¬ 
ted  firms  as  it  has  for  government,  since  for  it  to  operate,  at  least 
some  part  of  recurring  revenues  must  derive  from  other  than  the  sale  of 
output.  In  other  words,  periodic  appropriations  or  grants  must  be  a 
feature  of  the  organization  so  the  model  applies  to  many  non-profit 
organizations  and  all  government  organizations. 

If  the  primary  functional  reason  for  providing  services  by  bureaus 
is  the  difficulty  of  defining  the  services  sufficiently  to  contract  for 
their  supply  (most  services  of  a  personal  nature  such  as  counselling 
fall  into  this  category),  then  it  is  difficult  to  give  appropriate  in¬ 
structions  to  the  bureaucrat.  A  bureaucrat  is  defined  by  Niskanen  to 
be  any  full-time  employee  of  a  bureau  which  is  an  organization  with  a 
separate  identifiable  budget. 

The  bureau,  whether  it  is  a  government  department  or  an  external 
separate  organization  is  dependent  on  an  organization  for  funding.  On 
the  other  hand,  the  funding  organization  is  dependent  upon  the  bureau 
for  provision  of  a  given  service.  Unless  unit  cost  data  are  being 
derived,  the  bureau  offers  a  promised  .set  of  activities  for  a  budget 
rather  than  units  of  output  for  a  price.  This  makes  the  bureau  a  mono¬ 
polist  given  the  larger  organization's  lack  of  significant  alternatives 


and  unwillingness  to  forego  service. 
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The  bureau  in  this  view,  sees  the  need  to  maximize  the  budget 
which  the  larger  organization  is  willing  to  grant  for  an  expected  level 
of  output.  Over  some  range  of  expected  output,  the  management  and 
board  are  willing  to  grant  a  higher  budget  per  unit  output  for  smaller 
expected  output  than  for  larger  expected  output. 

Since  the  budget-output  relationship  is  a  derived  relationship  de¬ 
pending  on  the  intermediate  relationship  between  budget  and  activity 
and  activity  and  output,  the  activity  is  crucial.  Unless  unit  cost 
data  are  being  obtained,  bureaus  know  that  the  efficiency  of  their 
activity  cannot  be  tested  continuously  which  would  be  necessary  to 
achieve  desirable  resource  allocaton. 

The  collective  organization  officers  desire  to  be  well-regarded 
during  their  time  of  office.  Unfortunately,  they  lack  information. 

The  central  motivational  assumption  in  the  bureaucrats  model,  is 
that  bureaucrats  maximize  their  total  budget  subject  to  the  constraint 
that  the  budget  must  be  equal  to  or  greater  than  minimum  total  costs. 
The  bureaucrat  maximizes  his  personal  utility  including  salary,  prereq¬ 
uisites  of  office,  public  reputation,  power,  patronage,  bureaus'  out¬ 
put,  and  ease  of  managing  the  bureau.  Since  each  of  these  variables  is 
positively  related  to  the  level  of  the  budget,  the  bureaucrat  must 
maximize  budget  size.  The  bureaucrats  ability  to  control  information 
is  seen  as  a  key  factor. 

The  Satisficing  Model 

The  satisficing  model  as  it  has  emerged  in  economic  literature 


focuses  on  the  multiple  power  centres  which  restrain  and  shape  organ- 
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izational  decision-makers.  A  dynamic  interplay  among  competing  refer¬ 
ence  groups  is  acknowledged:  board  members,  funders  or  credit  sources, 
managers,  consumers  or  clients,  and  advocacy  groups  in  the  community. 
In  this  view,  decision-making  is  reduced  to  making  compromises  or 
trade-offs  among  competing  interests.  It  is  assumed  that  no  one  centre 
can  impose  its  goals  on  all  the  others. 

This  model  has  emerged  in  the  context  of  profit-oriented  agri¬ 
cultural  and  manufactured  goods  production  under  direct  rrarket  demand 
conditions.  In  this  context,  the  resort  to  satisficing  is  forced  upon 
decision-makers  due  to  the  impossibility  of  having  complete  information 
on  all  possible  alternatives  (Boulding,  1966,  304).  It  is  further 
assumed  that  the  profit  motive  will  provide  a  gyroscopic  influence  or 
sense  of  underlying  direction  and  so  avert  chaos  or  a  random  entropy  of 
energies . 

However,  when  we  are  looking  at  non-profit  social  service  organ¬ 
izations  (whether  government  departments  or  separately  incorporated 
voluntary,  non-profit  firms),  not  only  is  the  gyroscopic  influence  of 
profit-making  goal  absent,  but  the  disciplined  influence  of  direct 
rrarket  demand  is  also  absent. 

Yet,  surely  the  goal  of  not  making  a  loss  can  be  a  gyroscopic  in¬ 
fluence  in  the  same  way  as  profit-making  for  the  administrator  in  pro¬ 
fit-oriented  goods  production. 

Of  course,  an  "unspent  operating  balance"  in  a  government  depart¬ 
ment  or  a  non-profit  agency  is  not  a  "profit"  since  it  cannot  be  dis¬ 
tributed  to  stockholders  as  owners.  In  recent  years,  the  Ontario  Min¬ 
istry  of  Community  and  Social  Services  has  had  some  encouraging  exper- 
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ience  with  a  regulation  permitting  operating  agencies  (such  as 
Children's  Aid  Societies)  to  retain  all  or  a  percentage  of  unspent 
balances  to  fund  innovation  in  the  following  year. 

Prior  to  permitting  retention  of  a  surplus,  the  chief  instrument 
of  accountability  over  recent  decades  has  been  standards.  Unfortunate¬ 
ly,  standards  apply  only  to  such  things  as  building  codes,  staff  quali¬ 
fications,  and  case  load  criteria  which  in  themselves  tell  us  nothing 
about  the  results  or  outcome.  Alone,  then,  standards  are  an  insuffic¬ 
ient  instrument  of  accountability  for  non-profit  operations.  Standards 
coupled  with  cost-outcome  information  and  permission  to  retain  any 
surplus  can  guarantee  accountabil  ity . 

Furthermore,  as  cost-outcome  data  become  available  for  social 
service  programs  addressing  similar  problem  entities  and  similar  cli¬ 
entele,  the  discipline  of  what  we  will  term  soft-competition  will  im¬ 
prove  accountability.  Soft-competition  here  refers  to  the  concept  that 
agencies  would  have  to  be  concerned  about  their  efficiency  if  the  cost- 
outcome  calculation  was  being  compared  across  agencies  dealing  with 
like  cases.  Unlike  cases  would  presumably  have  different  cost-outcome 
ratios  and  therefore  would  not  generate  as  much  competition.  This  new 
situation  can  apply  equally  to  publicly  administered,  voluntary  non¬ 
profit,  or  profit-oriented  social  service  organizations. 

The  annual  program  and  budget  review  conference  between  represent¬ 
atives  of  the  agency  and  representatives  of  the  funding  source  becomes 
the  chief  instrument  for  mediating  the .  accountabil ity .  With  on-going 
consultation  from  the  planning  and  funding  unit  available  to  each  oper¬ 
ating  agency  throughout  the  year,  the  annual  program  and  budget  review 
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conference  need  not  be  an  hour  to  dread,  but  rather  a  high  moment  of 
accountability  and  recognition  of  agency  achievement  along  with  appre¬ 
ciation  for  plans  ahead.  However,  if  adequate  agency  ccnsultation  is 
not  available  during  the  year,  the  experience  can  be  a  disaster. 

It  is  in  the  program  and  budget  review  hour,  then,  that  much  of 
the  satisficing  for  social  service  organizations  is  precipitated  in 
budget  decisions  for  the  new  year.  It  is  the  hour  when  the  values  of 
the  electorate  and  of  the  government  in  power  are  exercised  on  the 
basis  of  reasonably  complete  population  problem  rate  data  from  local 
social  planning  units  and  reasonably  valid  cost-outcome  data  from 
operating  agencies.  Direct  market  demand  forces  are  replaced  by  infer¬ 
red  market  demand  evidence  from  local  social  planning  research.  The 
discipline  of  competition  under  profit-oriented  free  market  conditions, 
can  if  cost-outcome  data  are  available,  be  matched  to  some  extent  by  a 
soft-competition  which  can  make  at  least  a  modest  contribution  to  prac¬ 
tical  accountability  in  the  total  social  service  system. 

Despite  the  natural  predominance  at  this  point  of  government  as 
the  major  funder  in  the  Ontario  social  service  system,  the  satisficing 
model  leaves  cpen  the  possibility  that  some  client  groups  and  their 
advocates  may  choose  to  pioneer  in  new  or  superior  quality  services 
using  fee  income  or  special  interest  philanthropic  funds  which  exceed 
the  current  government  approved  rate  of  subsidy.  The  satisficing  model 
with  cost-outcome  data  is  consistent  with  diversity  while  at  the  same 
time  improving  efficiency  in  the  use  of  public  funds. 

However,  the  government  funder  may  be  willing  to  settle  for  a 
somewhat  lower  success  rate  or  a  somewhat  lower  cost  per  closed  case 
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than  might  be  preferred  by  some  non-governmental  delivery  agents  for 
certain  clientele.  With  its  responsibility  for  universal  service  cov¬ 
erage,  government  may  indeed  find  it  necessary  to  gear  to  more  average 
costs  and  average  results  than  might  be  desired  by  some  constituencies 
under  private  sector  auspices.  The  satisficing  model  under  the  empower¬ 
ment  alternative  permits  such  diversity  while  providing  assurance  that 
the  publicly  funded  social  services  are  also  of  a  satisfactory  quality 
as  far  as  the  average  voter  is  concerned. 

Human  Problem  Reduction  as  a  Prime  Goal 

The  bulk  of  the  theory-building,  until  very  recently,  has  been 
oriented  to  enterprise  in  the  manufacturing  and  agricultural  sectors  of 
the  economy  for  which  profit  is  the  prime  goal .  ^  Except  for  the  satis¬ 
ficing  model ,  each  of  the  maximization  options  previously  reviewed 
gives  a  special  or  prime  benefit  to  a  particular  constituency  or  refer¬ 
ence  group:  profit-maximization  tilts  towards  the  stockholders  or 

owner-manager,  revenue  maximization  and  growth  maximization  enhance  the 
status  and  security  of  managers  and  employees,  emolument  maximization 
also  enhances  the  status  and  satisfaction  of  managers  and  employees. 
Stability  maximization  may  advantage  managers  and  employees  but  may 
endanger  stockholders  in  the  longer  run  if  stability  is  sought  at  the 
expense  of  rrarketing,  product,  and  price  creativity.  Growth  maximiza¬ 
tion  is  clearly  a  tilt  towards  middle-management  and  employees. 

^  Exceptions  in  the  last  twenty  years  have  centered  on  education 
and  health. 


The  satisficing  option  for  social  service  organizations  is  a  sys- 
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terns  model  rather  than  a  normative  model.  If  cost-outcome  information 
is  available,  it  can  accommodate  the  prime  goal  of  problem  reduction, 
uniquely  relevant  for  social  and  health  services. 

In  the  following  chapter,  it  will  be  seen  how,  within  a  satis¬ 
ficing  concept  of  the  social  service  system,  government  can  call  upon 
population  problem  and  service  needs  assessment  data  to  determine  the 
inferred  market  demand,  and,  upon  cost-outcome  data  from  operating 
agencies  to  set  the  price. 

Note  here  that  both  the  voluntary  social  service  organizations, 
along  with  gove rnmental ly  administered  social  service  programs,  are 
non-profit  in  nature.  Each  of  them  can  merit  that  extra  edge  of  trust 
which  Hansman  (1980)  has  noted  adheres  to  a  non-profit  enterprise  where 
social  services  are  concerned;  clearly  the  non-profit  agency  has  an 
edge  in  this  regard  for  certain  clientele. 

Also  observe  that  the  profit-oriented  social  service  firm  can  also 
operate  under  the  satisficing  assumption  and  can  expect  to  be  subjected 
to  the  same  cost-outcome  accountability  as  for  voluntary,  non-profit 
agencies.  Profit-oriented  treatment  services  are  not  really  free  to 
maximize  profit  and  must  eventually  face  the  competition  of  non-profit 
organizations  which  will  have  a  structural  cost  advantage  since  no  pro¬ 
fit  margin  has  to  be  factored  into  price  by  the  non-profit  management. 
On  the  other  hand,  the  profit-oriented  firm  that  can  maintain  standards 
but  achieve  lower  costs  can  be  rewarded  by  a  temporary  profit. 
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CHAPTER  III 

MAXIMIZING  HUMAN  PROBLEM  REDUCTION  WITH  COST-OUTCOME  DATA 

In  the  previous  chapters  the  lack  of  direct  market  demand  and  the 
requirement  for  measurement  of  an  inferred  market  demand  emanating  from 
diagnostic  and  population-wide  planning  activity  were  noted. 

If  an  agency  is  asked  to  address  the  question  of  problem  reduction, 
it  is  necessary  to  examine  the  feasibility  of  measuring  the  amount  of 
problem  reduction  and  how  that  leads  to  accountability.  This  chapter 
addresses  that  question. 

The  pace  of  evolutionary  change  in  financial  and  program  accounting 
systems  has  been  particularly  brisk  in  the  past  twenty  years.  In  fin¬ 
ancial  accounting,  the  evolution  has  been  from  line  item  budgeting  to 
cost  accounting  (unit  cost)  formats  yielding,  in  social  and  mental 
health  services,  cost  per  interview  hour,  cost  per  visit,  or  cost  per 
day's  care.  Obviously,  from  an  economist's  perspective  the  average 
cost  is  only  part  of  the  information  needed  to  make  "good"  allocation 
decisions.  Indeed,  the  wrong  average  cost  data  could  result  in  making 
incorrect  allocational  decisions. 

In  program  accounting,  the  movement  has  been  from  volume  of  service 
to  quality  assurance  procedures  and  performance  appraisal  under  various 
management  and  peer  audit  procedures. 

Only  in  the  past  ten  years  or  so  has  serious  operational  attention 
been  given  to  a  dynamic  interlocking  of  financial  and  program  account¬ 
ing  data  as  illustrated  in  the  Program  and  Performance  Budgeting  System 
( PPBS )  and  zero-based  budgeting  (ZBB).  Cost-effectiveness  analysis  and 
benefit-cost  analysis  are  seen  as  tools  to  be  used  by  those  responsible 
for  the  systems  analysis  undertaken  in  PPBS  and  ZBB. 
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There  is  a  taxonomy  for  these  interlocking  technologies:  PPBS  was 
a  top-down  approach  to  the  delineation  of  alternatives,  their  costs  and 
estimated  consequences.  Zero-based  budgeting  is  a  bottom-up  approach 
which  relies  on  monitored  feedback  to  self-steer  toward  the  least  pos¬ 
sible  cost  for  the  largest  amount  of  problem  reduction  -  in  individual 
client  functioning,  the  agency  clientele,  and  in  problem  rates  for  a 
defined  population  area.  Benefit-cost  analysis  can  be  used  as  a  tool 
to  assist  in  decision-making  under  either  PPBS  or  ZBB,  relying  on  a 
measurement  of  the  benefits  to  determine  whether  they  warrant  the  costs 
involved  in  reducing  problems.  Cost-effectiveness  analysis  fixes  bene¬ 
fits  and  examines  the  cost  of  various  ways  to  achieve  a  given  outcome 
and  to  find  the  most  efficient  alternative. 


FIGURE  III-1 

The  Time  Dimension  in  Analysis 
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Source:  Carley,  Michael.  Rational  Techniques  in  Policy  Analysis, 

London:  Heinemann  Educational  Books,  1980,  p.  39. 
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Carley  classifies  benefit-cost  analysis  as  a  prospective,  cost- 
utility  approach,  and  cost-outcome  or  cost-effectiveness  analysis  as  a 
retrospective,  evaluation  research  approach.  In  other  words,  whether 
or  not  to  proceed  with  a  particular  program  requires  a  benefit-cost  an¬ 
alysis  but  once  in  operation,  cost-outcome  or  cost-effectiveness  analy¬ 
sis  can  ensure  the  optimal  choice  as  to  how  to  reduce  the  problem. 

The  reasons  for  the  demise  of  PPBS  have  been  widely  discussed  and 
will  not  be  reviewed  here  (Schick,  1973,  146-156).  However,  as  PPBS 

has  been  given  up,  governments  in  North  America  have  moved  to  a  capped 
expenditure  approach  at  top  levels  while  encouraging  subsidiary  units 
to  engage  in  program  evaluation  in  order  to  get  as  much  in  results  as 
possible  from  the  funds  which  are  irade  available.  In  this  new  situa¬ 
tion,  the  retrospective  approaches  and  in  particular  social  indicator 
data  (population  problems  and  resource  rates  data)  and  program  evalua¬ 
tion  data  appear  to  be  getting  more  attention  than  the  prospective 
approaches  which  seem  to  have  had  preference  during  the  pre-capping 
public  expenditures  analysis  years. 

A  problem  reduction  model  of  governmental  to  non-governmental  rela¬ 
tionships  would  involve  retrospective  (feedback)  data  at  two  levels: 
(1)  population  problem  rate  data  along  with  program  and  budget  review 
information  assembled  by  government,  and  (2)  local  agency  generated 
unit  cost  and  cost-outcome  data  in  respect  to  agency  clientele.  A  dy¬ 
namic  interaction  between  the  two  levels  would  be  characteristic  of  a 

♦ 

problem  reduction  model,  as  well. 

In  the  new  situation,  it  is  important  to  distinguish  carefully  be¬ 
tween  one-shot,  in-depth  inferential  studies  and  on-going  operational 
research. 
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This  distinction  is  one  aspect  of  a  larger  conceptual  issue  warmly 
debated  in  the  past  ten  years  between  proponents  of  single  subject  ex¬ 
perimental  design  (ideographic  research)  and  the  proponents  of  group 
design  (nomothetic  research).  Both  are  essential.  *  In  the  world  of  pro¬ 
gram  evaluation  a  one-shot,  randomized  group  design  study  may  be  needed 
in  a  given  agency  perhaps  once  every  five  years,  while  the  aggregation 
of  single  subject  data  at  a  descriptive  level,  exploiting  a  reasonably 
adequate  agency  information  system  for  cost-outcome  analysis  and  other 
purposes  can  go  on  from  month  to  month  and  year  to  year  without  jeopar¬ 
dizing  the  integrity  of  the  researcher  or  the  administrator .  Uncer¬ 
tainty  or  fear  around  this  point  may  help  to  explain  why  so  little 
cost-outcome  work  has  been  done  to  date  in  Ontario  social  service  pro¬ 
grams  or  across  Canada. 

An  information  system  focus  appears  to  be  emerging  within  govern¬ 
ment  circles.  The  Program  Evaluation  Branch  of  the  Treasury  Board  of 
Canada  (1980)  has  put  it  this  way: 


Much  early  work  in  program  evaluation  considered  the 
activity  to  be  akin  to  scientific  research,  as  an  un¬ 
dertaking  designed  to  unambiguously  identify  and  meas¬ 
ure  the  results  of  government  interventions  in  society. 
Controlled  experimental  designs  were  common  in  an  at¬ 
tempt  to  determine  scientifically  whether  or  not  the 
program  had  a  particular  effect.  These  designs  were 
accepted  as  the  model  for  program  evaluation. 


*  See  Srinika  Jayaratne,  "Single  Subject  and  Group  Designs  in 
Treatment  Evaluation,"  Social  Work  Research  and  Abstracts,  13  (3)  (Fall 
1977)  for  an  excellent  discussion  of  the  interdependency  between  single 
subject  and  group  design  research. 
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Program  evaluation,  as  it  is  developing  in  the  federal 
government  of  Canada,  has  a  different  approach  in  mind. 
It  is  viewed  as  an  aid  to  decision-making  and  manage¬ 
ment;  that  is,  as  a  source  of  inform tion  for  resource 
allocation,  program  improvement  and  accountability  in 
government.  As  such  it  involves  the  system  tic  gather¬ 
ing  of  both  verifiable  informtion  on  a  program  and 
demonstrable  evidence  on  its  results  and  cost-effect¬ 
iveness  (The  Treasury  Board  of  Canada,  1981,  4). 


Methodological  Issues  for  Cost-Outcome  Work 


The  distinction  emphasized  here  is  between  one-shot  inferential 
studies  of  a  pure  or  applied  research  nature,  on  the  one  hand,  and 
special  data  base  studies  of  an  operational  research  character  based 
upon  internal  agency  informtion  system  data  which  flow  month  by  month 
and  year  by  year,  on  the  other. 

Agency  data  base  studies  at  a  descriptive  rather  than  inferential 
research  level  can  yield  reliable  and  valid  data  on  caseloads  per  work¬ 
er,  number  of  interviews  per  case,  total  inteview  hours  per  case  month 
by  month,  and  when  a  case  is  closed,  unit  cost  per  interview,  per 
visit,  per  diem,  or  cost  per  closed  case.  Outcome  success  for  each 
closed  case  (or  for  selected  time  points  while  the  case  is  active)  can 
also  be  captured. 

In  addition  to  descriptive  data  on  process  variables  (such  as  case¬ 
loads,  direct  treatment  hours  per  closed  case)  and  on  outcome  variables 
(such  as  rated  treatment  outcome  success),  selective  antecedent  var¬ 
iable  data  should  be  available  on  client  background  and  character- 

« 

istics. 

It  is  particularly  important  to  have  reliable  and  valid  instruments 

for  measuring  treatment  outcome  success.  Further,  it  is  important  to 
be  able  to  have  some  confirmation  that  the  treatment  outcomes  were  due 
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to  the  treatment  provided  and  not  to  unknown  outside  events  in  the 
client's  life.  Good  internal  audit  procedures  on  worker  recording  and 
worker  performance  can  provide  at  least  reasonably  accurate  information 
around  the  definition  and  standardization  of  the  treatment  process  pro¬ 
vided.  But  to  confirm,  at  a  non-inf erential  research  level,  the  linkage 
between  treatment  and  outcome,  the  most  readily  available  format  is  a 
before  and  after  measurement  on  the  dependent  variables  (client  func¬ 
tioning)  with  no  control  group.  ^  This  is  frequently  referred  to  as  a 
time  series  design.  The  absence  of  a  control  group  is  precisely  the 
design  limitation  explicit  in  single  subject  experimental  design  work; 
data  on  baseline  (before)  behaviour  must  be  used  as  the  control  instead 
of  a  control  group  as  in  inferential  group  design  experimental  work. 
Gambrill  and  Barth  (1980)  offer  the  following  comment: 


No  single-case  experimental  study,  no  matter  how  well 
controlled,  can  demonstrate  that  an  intervention  will 
always  have  a  given  effect  on  selected  dependent  var¬ 
iables.  Replication  is  necessary  to  increase  confidence 
in  a  study's  original  findings,  and  follow-up  data  are 
required  to  determine  the  longevity  of  effects.  The  A-B 
design,  consisting  of  baseline  followed  by  intervention 
phase  and  often  used  in  the  context  of  practice,  pro¬ 
vides  a  weak  basis  for  believing  that  a  given  interven¬ 
tion  was  responsible  for  observed  changes. 

However,  replication  across  different  clients  or  occa¬ 
sions  decreases  vulnerability  to  some  types  of  confound¬ 
ing  effects  (Gambrill  and  Barth,  1980,  16). 


O 

Bloom  and  Fischer  have  concluded  "It  should  come  as  no  surprise 
that  we  recommend  the  basic  single  system  design  A-B  as  our  all-purpose 
design"  (Bloom-Fischer ,  1982,  385). 
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For  cost-outcome  work  at  an  operational  research  level  in  social  , 
remedial  education,  and  health  service  programs,  replicated  descriptive 
aggregations  of  single  case  data  for  discrete  programs  on  clinically 
established  problem-entities  are  sufficient,  if  supplemented  every  five 
years  or  so  by  group  design  studies  of  an  inferential  nature.  It  is 
quite  possible  that  uncertainty  on  this  point  may  explain  the  dearth  of 
cost-outcome  work  undertaken  to  date  in  operating  agencies;  university 
researchers,  both  academic  and  professional,  have  been  uneasy  about 
getting  involved  unless  the  full  rigor  of  group  design  work  could  be 
achieved  while  agency  administrators,  sensing  the  discomfort  of  their 
university  colleagues  around  anything  less,  and  their  own  limitations 
in  research  work,  have  let  the  subject  rest. 

The  importance  of  group  design  studies  on  a  periodic  basis  is 
clear,  but  an  appreciation  of  the  separate  integrity  of  operational 
research  featuring  agency  data  base  studies  grounded  in  on-going  in¬ 
formation  system  data  flows  seems  now  to  require  an  equivalent  affirma¬ 
tion. 

However,  the  distinction  suggested  between  inferential  group  design 
studies  and  descriptive  level  research  which  aggregates  single  subject 
data  is  far  from  acceptance  in  some  university  research  circles. 
Rutman  (1980)  has  observed  that: 

There  are  generally  accepted  procedures  for  sampling, 
determining  the  reliability  and  validity  of  measurement 
instruments,  and  data  analysis.’  Yet  the  basic  research 
methodology  used  in  evaluation  studies  has  been  extens¬ 
ively  criticized  ...  much  of  the  criticism  has  shown 
serious  departures  from  commonly  understood  and  accepted 
research  procedures. 
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Subsequently,  Rutman  comments  that 


Those  who  defend  the  methodology  of  evaluation  claim 
that  the  criteria  used  by  critics  are  too  strict,  and 
there  is  a  bias  as  to  what  constitutes  acceptable  meth¬ 
odology  (e.g.,  a  preference  for  experimental  designs  and 
quantitative  data)  (Rutman,  1980,  31-32). 


Reliability  and  Validity  in  Measuring  Treatment  Outcomes 

Certainly  the  most  frequently  raised  question  around  cost-effect¬ 
iveness  work  is  "But  how  can  you  measure  treatment  outcomes?" 

Again,  this  is  a  discourse  which  can  be  conducted  at  two  levels: 
(1)  there  are  standardized  measurement  instruments  or  tests  with  estab¬ 
lished  reliability  and  validity  which  have  been  developed  using  groups 
of  respondents  and  employing  sophisticated  item  analysis  and  factor 
analysis  techniques,  and  (2)  there  are  scaled  outcome  rating  instru¬ 
ments  for  use  by  clinicians  with  individual  clients.  ^ 

The  standardized  instruments  usually  focus  on  intra-physic  states, 
feelings,  opinions,  attitudes,  and  perhaps  knowledge  of  a  topic  such  as 
child  development.  The  clinical  practice  scales  usually  focus  on  be¬ 
havior  at  home,  in  the  neighborhood,  at  school  or  at  work. 

The  standardized  tests  usually  require  from  fifteen  minutes  to  an 
hour  to  complete  and  can  only  be  given  once  or  twice  in  the  course  of 
treatment.  The  clinical  scale  judgments  are  recorded  by  the  worker  on 

O 

For  a  comprehensive  review  of  the  state  of  the  art  in  the  meas¬ 
urement  of  treatment  outcome,  see  Martin  Bloom  and  Joel  Fischer,  Evalu- 
ating  Practice  (Englewood  Cliffs:  Prentice-Hall,  Inc.,  1982).  Also  see 
Christopher  J.  Smith  and  Carolyn  A.  Smith,  "Evaluating  Outcome  Measures 
for  Deinstitutionalization  Programs",  Social  Work  Research  and  Ab¬ 
stracts  15  (2),  23-30. 
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the  treatment  outcome  face  sheet  or  patient  chart,  in  a  few  minutes, 
periodically,  following  an  examination  of  written  or  oral  feedback  from 
the  client  and  perhaps  other  family  members,  school  teachers,  employ¬ 
ers,  or  others  coming  into  contact  on  a  regular  basis  with  the  client. 

Again,  due  to  the  methodological  limitations  of  the  worker  rated 
treatment  outcome  scale  sheet,  an  occasional  concurrent  use  of  various 
standardized  tests  so  that  outcome  ratings  can  be  compared  between  the 
two  instruments  (concurrent  validity)  is  generally  agreed  to  be  the  way 
to  go. 

In  an  excellent  discussion  of  the  theoretical  issues  relevant  to 
the  design  of  treatment  outcome  scales  for  worker  use  on  an  ongoing 
basis  with  individual  clients,  Coulton  and  Solomon  (1977)  have  made  the 
following  observation. 

To  develop  a  valid  scale,  attention  must  be  given  to  its 
content.  This  content  must  reflect  the  goals  or  desired 
results  of  the  agency,  program,  or  service  being  evalu¬ 
ated.  If  scales  are  chosen  that  measure  behaviors, 
affects,  or  cognitions  that  are  not  the  targets  of  inter¬ 
vention,  they  can  hardly  serve  as  valid  indicators  of 
effectiveness  (Coulton  and  Solomon,  1977,  4). 

There  are  in  all  about  nine  kinds  of  worker  rated  treatment  outcome 
formats  available  and  in  use  in  various  Ontario  social  service  and 
mental  health  programs.  They  can  be  roughly  ranked  with  respect  to 
reliability  and  validity  as  follows  (from  low  to  high): 

1  .  Narrative  case  recording, 


2.  A  daily  log  on  each  client, 
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3.  Social  indicators  (usually  population  or  special  clientele  rate 
data,  e.g.,  school  drop-out  rate), 

4.  Global  assessment  scale  (uses  several  scale  points  to  rate 
overall  functioning  inclusive  of  personal  self-care  social 
functioning,  vocational-educational  functioning,  and  emotional 
functioning)  (Spitzer,  Heiss,  Cohen,  1976,  766-771). 

5.  Subjective  problem  oriented  scale  (usually  rates  on  status  of 
one  or  more  problems  during  and  at  close  of  treatment  on  a 
scale  such  as  (1)  deceased,  (2)  deteriorated,  (3)  unchanged, 
(4)  improved,  (5)  greatly  improved, 

6.  Subjective  goal  attainment  scale  (one  fairly  specific  and  meas¬ 
urable  goal  statement  is  written  for  each  of  one,  two  or  three 
problem  areas  stating  the  expected  level  of  success.  During  or 
at  the  close  of  treatment  the  case  is  rated  on  a  scale  such  as 
(1)  goal  not  net,  (2)  goal  partly  met,  (3)  goal  largely  met, 
(4)  goal  met,  (5)  goal  exceeded), 

7.  Developmental  inventory  (often  referred  to  as  screening  instru¬ 
ments,  these  instruments  include  a  list  of  specific  measurable 
behavioral  statements  illustrating  normal,  age  associated 
functioning  levels  in  such  areas  as  socialization,  language, 
self-help,  physical  development,  and  work  skills), 

8.  Objective  goal  attainment  scale  (developed  by  Thomas  Kiresuk 
and  Robert  Sherman  in  Minneapolis  in  1968,  this  procedure  sets 
up  five  behavioral  statements  for  each  problem  area  ranging 
from  least  improvement  to  an  expected  level  of  success  to  a 
best  possible  results  behavioral  statement.  These  treatment 
guides  and  goal  achievement  rating  scales  can  be  used  to  meas¬ 
ure  functioning  before  treatment  begins,  during  treatment  and 
when  treatment  ends  or  at  follow-up.  GAS  scores  can  range  from 
about  20  to  80,  with  scores  of  50  representing  the  expected 
level  of  success  (Kiresuk  and  Lund,  1978,  341-370), 4 

9.  Single  subject  experimental  design  charting  (a  clinician  pro¬ 
cedure  which  charts  client  functioning  on  specific  problems 
with  well  defined  interventions  and  with  outcome  measurement 
taken  before,  during,  and  at  the  close  of  treatment)  (Bloom  and 
Fischer,  1982,  286-383). 


4  For  a  validity  study  of  objective  goal  attainment  scaling,  see 
Barry  Wilier  and  Gary  Miller,  "On  the  Validity  of  Goal  Attainment  Scal¬ 
ing  as  an  Outcome  Measure  in  Mental  Health  (Miller  and  Miller,  1976, 
1197-1198). 
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A  further  benefit  from  valid  client  functioning  measurements  as 
they  are  developed  may  be  better  measurement  of  problem  severity  at 
intake  and  the  possibility  of  setting  a  criterion  in  advance  of  treat¬ 
ment  as  to  when  a  case  can  and  should  be  closed.  It  is  important  for 
instance,  that  the  client's  current  status  at  intake  be  rated  so  that 
differential  functioning  is  rated  against  a  norm  rather  than  solely  as 
the  least  desirable  outcome  as  GAS  scales  are  wont  to  do.  A  pre-set 
decision  rule  or  definition  of  success  is  also  crucial  to  cost-outcome 
and  cost-effectiveness  analysis.  Hargreaves  and  Attkisson  do  not  draw 
this  conclusion  as  such,  but  they  do  comment  on  what  they  call  "change 
norms"  as  follows: 

Comparison  of  client  change  data  to  relevant  change 
norms  is  conceptually  the  strongest  approach  to  demon¬ 
strating  program  effectiveness.  At  present,  such  change 
norms  do  not  exist  for  most  human  service  programs.  In 
our  experience  personnel  in  regulatory  and  funding 
agencies  often  consider  the  development  of  outcome  norms 
to  be  the  obvious  next  step  in  human  services  program 
evaluation..  (Hargreaves  and  Atkisson,  1982,  313). 

The  developmental  inventory  instrument,  traditionally  called  a 
screening  instrument  but  usually  featuring  objective,  age  normed  state¬ 
ments  of  behavioral  competence,  looks  promising  as  an  outcome  measure¬ 
ment  instrument.  To  date,  it  has  been  used  chiefly  as  a  screening  tool 
with  little  or  no  application  to  obtain  a  single  functioning  level 
score  for  cost-outcome  analysis  purposes. 

♦ 

Distinguishing  Cost-Outcome  and  Cost-Effectiveness  Work 

Sorensen  and  Grove  (1978)  have  provided  a  landmark  contribution  to 
an  understanding  of  the  evolution  of  cost-effectiveness  work,  and  the 
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present  state-of-the-art.  With  respect  to  cost-effectiveness  analysis, 
they  have  pioneered  on  at  least  two  points:  (1)  the  distinction  between 
cost-outcome  and  cost-effectiveness  analysis,  and  (2)  a  matrix  format 
for  monitoring  average  closed  case  cost  for  various  degrees  of  success; 
such  a  matrix  is  more  useful  than  a  dichotomized  success/failure  meas¬ 
ure  of  outcome  in  relation  to  cost  since  it  facilitates  a  further  an¬ 
alysis  of  the  client  characteristics,  including  problem  entities  and 
problem  severity,  which  seem  to  be  associated  with  various  degrees  of 
cost  and  success  or  failure  under  current  treatment  modalities.  It 
also  permits  identification,  with  a  sufficiently  large  number  of  cases, 
of  differences  in  marginal  costs. 

Sorensen  and  Grove  define  a  cost-outcome  study  as  a  single  program 
study  (a  before  and  after  design  with  no  control  or  comparison  group) 
and  a  cost-effectiveness  study  as  a  comparison  between  two  or  more 
programs  (a  before  and  after  design  with  one  comparison  group) . 


To  achieve  cost-effectiveness  requires  an  intermediate 
step  of  cost-outcome  ...  As  measures  of  human  service 
accountability  and  program  management,  cost-outcome  and 
cost-effectiveness  analyses  are  quite  interrelated: 
cost-outcome  analysis  ascertains  the  programmatic  re¬ 
sources  consumed  to  achieve  a  change  in  relative  meas¬ 
urement  of  client  functioning  (e.g.,  symptoms,  social 
performance).  Cost-effectiveness  analysis  relies  upon 
the  comparison  of  cost-outcomes  to  identify  the  most 
effective  programs  in  terms  of  beneficial  outcome  to  the 
cost  of  programs,  modalities,  or  treatment  techniques 
(Sorensen  and  Grove,  1978,  382). 


Sorensen  and  Grove  offer  a  diagram  of  their  cost-outcome  matrix 
with  data  from  an  adult  mental  health  outpatient  clinic.  The  outcome 
measurement  data  were  from  a  worker  rated  global  assessment  scale  pro- 
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viding  nine  statements  of  client  functioning  on  a  continuum  from  least 
adequate  to  most  adequate.  These  nine  scale  points  are  dichotomized 
into  four  "dysfunctional"  and  five  "functional"  levels  of  client  con¬ 
dition.  One  hundred  cases  are  depicted.  These  are  closed  cases.  The 
matrix  could,  however,  be  used  for  selected  treatment  periods  with 
currently  active  cases  as  well.  Outcome  (patient  functioning)  ratings 

are  portrayed  at  two  points  in  time:  January  1  and  March  31  (Sorensen 
and  Grove,  1978,  400). 


FIGURE  III-2 


AN  EXAMPLE  OF  A  COST-OUTCOME  REPORTING  MECHANISM 
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Twenty  of  the  100  patients  have  made  no  progress;  they  appear  in 
cell  1-1  and  the  average  cost  has  been  $2000  per  case.  Twenty  five 
patients  fall  into  cell  4-5;  at  intake  they  were  functioning  at  a  #4 
level  and  have  progressed  to  a  #5  level  over  the  three  month  treatment 
period  at  an  average  cost  per  case  of  $560.  The  average  expenditure 
for  all  100  cases  has  been  $850. 

Gardner  and  Ross  (1980)  have  proposed  an  alternative  approach  to 
summarizing,  in  a  single  value,  the  relationship  of  cost  to  effective¬ 
ness  in  what  they  call  an  earnings-cost  ratio  (E/C).  They  use  a  hypo¬ 
thetical  home  care  program  situation  to  illustrate.  If  there  were  30 
successes  at  a  cost  of  $1  50,000  the  E/C  could  be  calculated  on  the 

basis  of  "how  many  successes  per  $10,000?"  In  this  instance,  E/C  =  30 

r  15  =  2.0  successes  per  $10,000  (Gardner  and  Ross,  1980,  14).  Such  a 

ratio  could,  of  course,  be  used  also  to  summarize  the  situation  for 

clients  at  selected  time  points  during  treatment  as  well. 

The  average  dollar  cost  per  case  at  various  levels  of  success  dur¬ 
ing  treatment  or  when  the  case  is  closed  has  special  utility  as  the 
following  Cost-Effectiveness  Analysis  Format  will  show.  The  following 
table  undertakes  to  reveal  the  dynamic  relationship  between  unit  cost, 
average  cost  per  episode  or  per  closed  case,  success  rate,  and  average 
cost  per  successful  episode  or  closed  case  (Rahn,  1981,  2). 


TABLE  III-1 
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COST-EFFECTIVENESS  ANALYSIS  FORMAT 
(Fabricated  Data  for  100  cases  in  Each  Program) 

For  Selected  During-Treatment  Time  Episodes  or  for  Closed  Cases 


(1)  (2)  (3)  (4)  (5)  (6)  (7)  (8) 


Three 

Agency 

Programs 

Unit  Cost 

FUr  Inter¬ 
view  Hair 

Averacp  Hunter 
of  Interview 
Hours  per 
Episai;  cr 
Qceed  Chse 

Averse  Cost 
Fer  Episode 
cr  Qceed 

Case  (Direct 
Cost) 

Sucaess  Rates 
(Cute  crre 
Effectiveness) 

Total  Chse 

Itelabed 

El^jenditures 

Effectively 

Fpent 

Vfested 

Averacp  Ccst 
Fer  Successful 
Episode  cr 
Qoaed  Case 

Progran 

#1 

$  40 

5 

$  700 

30% 

520,000 

$6,000 

30% 

$14,000 

70% 

$  666.67 

Program 

#2 

$  30 

10 

$  300 

80% 

$30,000 

$24,000 

80% 

$  6,000 
20% 

S  375.00 

Program 

#3 

$  20 

20 

$  400 

60% 

540,000 

$24,000 

60% 

$16,000 

40% 

$  666.67 

Note:  In  its  manual  cn  Functional  Budyting  fcr  Canadian  Voluntary  Organizations,  the  United  Way  a£  Canada  (1978  editicxi) 

previews  a  fernat  and  procedures  fcr  deriving  an  averacp  service  unit  ccst.  Hcwever,  the  United  V&y  Monthly  Tine  Sneet 
captures  worker  tine  and  salary  cost  cnly  cn  a  global,  "service"  cr  "program"  basis.  For  ccst-effectiveness  work,  one 
requires  worker  tine  by  program  and  by  case  njmber  fcr  each  client  cr  client  group  in  erder  to  examine  cast  and  cutcoie 
far  selected  cases  at  tine  paints  during  treatment  cr  when  a  case  is  closed.  Fcr  ccst-cutccne  work,  case-related  worker 
tine  data  are  essential.  It  is  also  inpertant  to  be  ahle  to  distinguish  between  worker  time  spent  an  cases,  and  worker 
tine  spent  cn  administrative  activity,  and  cn  canuunity  inval venents. 

Observe  from  this  model  that  while  Program  #3  would  appear  to  be  the 
cheapest  on  a  unit  cost  basis,  when  average  cost  per  closed  case  is 
calculated.  Program  #1  might  appear  to  be  the  winner.  However,  when 
success  rate  is  brought  into  consideration.  Program  #2  emerges  as  the 
most  efficient  at  $375  per  successfully  closed  episode. 

Table  III-1  illustrates  the  peril  of  relying  on  average  unit  cost 
data  alone  in  program  evaluation  for  internal  agency  planning  or  outside 
funding  purposes.  Functional  budgeting  (sometimes  called  program  bud¬ 
geting)  can  provide  only  unit  cost  data.  However,  without  average  cost 
data  (cost  per  diem,  per  interview  hour,  per  visit,  per  family  unit 
treatment  session)  one  cannot  move  on  to  cost-outcome  or  cost-effective- 
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ness  analysis.  Average  cost  can  be  calculated  either  for  all  workers 
in  a  given  program  or  for  one  worker  dealing  with  a  single  case. 

Calculating  Total  Program  Cost,  Average  Cost,  and  Cost 

per  Closed  Case 

It  is  generally  recognized  that  there  are  three  possible  aspects  to 
costs:  operating  costs,  social  costs,  and  opportunity  costs.  In  bene¬ 

fit-cost  work,  all  three  are  relevant.  In  cost-outcome  or  cost-effect¬ 
iveness  work,  operational  cost  may  be  sufficient  if  all  concurrent  op¬ 
erational  costs  for  a  given  treatment  program  are  included.  Operating 
costs  should,  of  course,  also  include  the  cost  of  capital. 

Traditionally,  the  direct  cost  of  a  program  is  calculated  first  and 
a  proportionate  share  of  administrative  cost  is  then  added  to  get  total 
program  operating  cost.^  When  total  program  operating  cost  has  been 
calculated,  it  will  be  divided  by  a  separate  service  unit  count  to  get 
an  average  cost  figure  ($100,000  t  4000  home  visits  =  $25  per  home 
visit).  United  Way  Organizations  since  1940  have  pioneered  the  tech¬ 
nology  for  functional  or  program  budgeting  and  the  calculation  of  unit 
costs  (Community  Funds  and  Councils  of  Canada,  1972). 

To  calculate  cost  per  closed  case,  it  is  necessary  to  have  worker 
time  and  activity  data  for  each  case.  Only  the  worker  time  and  acti¬ 
vity  sheet  data,  reported  by  case,  can  reveal,  for  example,  how  many 
home  visits  were  made  for  a  given  case.  The  earlier  "monthly  statis- 

k  A  considerable  amount  of  debate  exists  as  to  how  to  determine  the 
proportionate  share  of  administrative  costs  to  be  allocated  to  each 
program,  the  same  difficulty  existing  for  capital  costs  and  other  non¬ 
program  costs  like  library  services.  Such  measures  as  proportion  of 
clients,  revenues  or  time  have  been  used.  Whatever,  it  is  important 
that  it  be  meaningful  in  the  particular  agency  situation. 
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tical  report"  formats  were  not  only  a  misnomer  but  an  unacceptable 
imposition  on  front  line  workers  to  tally  and  complete.  They  did  not 
include  worker  time  and  activity  by  case  and  they  should  be  discarded. 
Whether  manual  or  computerized,  the  new  worker  time  and  activity  sheet 
should  be  a  daily  report  sheet  (at  most  weekly)  and  should  employ  num¬ 
ber  codes  for  cases,  programs,  administrative  activity  and  community 
involvement.  This  sheet  can  be  placed  in  the  "out"  tray  each  day's  end 
and  routed  to  an  information  clerk  who  compiles  all  of  this  information 
for  feedback  to  workers  and  managers. 

Rahn  (1981)  in  a  1979  field  study  of  four  established  information 
systems  in  Ontario  agencies  with  budgets  ranging  from  $1,509,800  to 
$29,630,169  found  that  the  direct  position  costs  for  information  system 
needs  ranged  from  1.6%  to  2.5%  of  operating  budget  (Rahn,  1981,  6). 

Feasibility  of  Cost-Outcome  Work 

In  order  to  explore  feasibility,  it  was  decided  to  seek  out  six 

diversified  social  service  agencies  in  Ontario  whose  administrators 

might  be  prepared  to  share  in  such  an  exploration.  General  agreement 

to  participate  was  reached  with  six  administrators  in  July  1981  with 

the  understanding  that  the  installation  of  whatever  worker  time  sheets 

and  client  file  treatment  outcome  sheets  which  might  be  needed  would  be 

worked  through  in  August  or  September,  followed  by  data  gathering  on  a 

few  cases  over  a  limited  period  of  time  between  September  1981  and 

♦ 

April  1982. 

Early  on,  it  was  discovered  that  in  some  instances  the  cost-out¬ 
come  or  cost-effectiveness  study  could  be  done  with  existing  agency 
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data  on  a  retrospective  basis;  in  some,  a  prospective  study  was  indi¬ 
cated.  In  some  situations,  the  current  treatment  outcome  scale  instru¬ 
ments  already  in  place  could  be  used;  in  other  situations,  a  particular 
option  for  outcome  measurement  was  selected  and  installed  collabora- 
tively.  The  picture  which  emerged  is  shown  in  Table  III-2. 


TABLE  III-2 

COST-OUTCOME  DEMONSTRATION  SITE  CHARACTERISTICS 


Program 

Type 

Administra¬ 

tive 

Auspice 

Retrospective 

Prospective 

Cost-outcome 

Cost- 

effectiveness 

Outcome  Scale 
Option  used 

1.  Children's  Nonprofit 

Mental  Health 

Centre 

Retrospective 

C-E 

Goal  attain¬ 
ment  scaling 
( obj  ective ) 

2.  Vocational 

Rehabil  i- 

tation 

Publ  ic 

Retrospective 

C-0 

Goal  attain¬ 
ment  scaling 
(dichotomized ) 

3.  Preschool 

Publ ic 

Prospective 

C-0 

Developmental 

inventory 

4.  Group  Home 

Non¬ 

profit 

Retrospective 

C-0 

Subj  ective , 
goal  oriented 
scale 

5.  Children's 
Aid  Society 

Non¬ 

profit 

Prospective 

C-0 

Subj  ective , 
probl em- 
oriented  scale 

6.  Charitable 

Home  for  the 
Aged 

Nonprofit 

Retrospective 

C-0 

Subj  ective , 
problem- 
oriented  scale 

All  six  cost-outcome  demonstrations  illustrate  agency  data  base 
studies;  none  were  in-depth,  inferential  level,  evaluative  research 
studies  involving  randomly  assigned  or  matched  experimental  and  control 


groups . 
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A  detailed  report  and  review  of  each  of  these  six  cost-outcome  an¬ 
alysis  demonstrations  is  available  in  Working  Paper  #  —  The  Feasibil¬ 
ity  of  Cost-Outcome  Analysis  in  Ontario  Social  Services:  Six  Case 
Studies  published  by  the  Ontario  Economic  Council  (McCready-Rahn, 
1983)  . 

These  six  field  demonstrations  in  a  variety  of  settings,  would  seem 
to  confirm  that  cost-outcome  analysis  is  feasible.  There  is  little 
doubt  that  certain  information  system  components  would  have  to  be 
standardized  by  agency  type,  prior  to  moving  to  cost-effectiveness 
analysis  between  agencies,  but  the  potential  for  such  analysis  is  in 
view.  The  Ministry  of  Community  and  Social  Services,  if  it  were  to  use 
cost-outcome  data  as  a  measure  of  effectiveness  and  efficiency  in  shap¬ 
ing  its  payments  to  operating  agencies  could  implement  such  require¬ 
ments,  ensuring  that  sufficient  time  and  consultation  were  available  to 
facilitate  successful  agency  development  of  such  information  system 


capacity 
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CHAPTER  4 

CONCLUSIONS  AND  POLICY 

An  underlying  question  for  this  study  has  been  the  question  of 
accountability.  What  are  the  salient  characteristics  of  the  social 
service  system  in  Ontario,  particularly  with  regard  to  the  present  mix  of 
auspices  for  the  administration  and  delivery  of  services,  and  how 
accountable  is  the  present  system?  What  possibilities  might  there  be  for 
improving  accountability,  either  under  the  present  mix  or  under  a  differ¬ 
ent  mix? 

Accountability,  of  course,  has  several  possible  dimensions:  account¬ 
ability  to  taxpayer,  accountability  to  funding  source,  accountability  to 
families  and  children  at  risk  or  in  difficulty,  and  accountability  to  the 
values  held  by  the  electorate.  The  latter  is  crucial  to  the  sense  of 
direction  and  integrity  which  is  one  mark  of  a  mature  society,  the  other 
being  the  life  condition  of  its  least  privileged  citizens. 

Accountability  is  not  achieved  by  profit  maximization,  growth  maxi¬ 
mization,  maximization  of  the  size  of  the  bureaucracy  or  the  rewards  of 
the  bureaucrats.  Rather,  the  satisficing  model  suggested  by  Boulding, 
amongst  others,  seems  particularly  apt.  The  administrator  and  the  board 
are  both  going  to  be  juggling  the  demands  of  the  client  as  well  as  the 
taxpayer  and  in  addition  will  wish  to  appeal  to  the  donor  if  any  innova¬ 
tive  or  additive  programs  are  to  be  attempted.  To  balance  the  various 
constituencies  at  the  same  time  will  enhance  agency  probity. 

From  an  examination  of  the  present  social  service  system  in  Ontario, 
a  review  of  major  policy  trends  in  the  Ontario  Ministry  of  Community  and 
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Social  Services,  and  the  experience  gained  in  conducting  collaborative 
cost-outcome  and  cost-effectiveness  demonstrations  with  six  highly  di¬ 
versified  operating  agencies,  it  is  possible  to  conclude  that  the  present 
mix  of  administrative  auspices  is  about  right  but  that  the  present  level 
of  accountability,  on  all  four  dimensions,  is  unacceptable.  Further,  it 
is  evident  that  the  evolution  of  accountability  systems  in  the  Ministry 
of  Community  and  Social  Services  in  Ontario  is  just  now  at  a  crucial 
stage.  Two  alternative  scenarios  are  available: 


1  .  To  use  the  "services  approach"  to  the  allocation  by  the 
Ministry  of  capped  funds,  adopted  in  1979,  to  reduce 
Ontario  spending  for  social  services  regardless  of  the 
effectiveness  of  those  services  and  regardless  of  the 
impact  on  problem  rates  for  families  and  children  in  the 
Province,  or 

2.  To  retain  but  match  the  new  top  down  allocation  of  capped 
Ministry  funds  with  a  bottom  up  regional  government  and 
multi-county  consortium  planning  capacity  linked  to  a 
cost-effectiveness  analysis  capacity  in  operating  agencies 
(whether  voluntary  non-profit,  profit-oriented,  or  Min¬ 
istry  administered). 


The  first  scenario  would  be  regressive  and  would  destroy  substantial 
evolutionary  gains  made  in  Ontario  over  the  past  ten  years  with  respect 
to  localized  social  planning  and  agency  information  system  technologies. 
If  agencies,  local  governments,  and  recipients  of  funds  use  either  cost- 
benefit  or  cost-outcome  analysis  to  determine  the  effectiveness  of  pro¬ 
grams,  significant  economies  might  indeed  be  achieved  and  it  is  clearly 
this  hope  that  the  Ministry  is  relying  on.  But,  what  incentive  is  there 


to  carry  on  honest  analysis? 
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The  second  scenario  would  require  courage  and  commitment  all  around 
but  would  permit  a  full  maturation  of  technological  trends. 

The  sword  of  accountability  would  swing  two  ways:  it  would  put  op¬ 
erating  agency  boards  and  administrators  under  the  obligation  to  further 
refine  their  internal  program  planning  and  evaluation  capacity  to  go  be¬ 
yond  unit  cost  data  to  cost-outcome  and  cost-effectiveness  data;  but  it 
would  also  put  the  Government  of  Ontario  under  a  new  obligation  to  set 
spending  priorities  and  allocate  funds  on  the  basis  of  area  planning 
identified  problem  rates  and  some  empirical  evidence  as  to  what  the  cost 
for  reasonable  success  in  treatment  outcome  really  is.  The  Ontario  Min¬ 
istry  of  Community  and  Social  Sevices  would,  in  cooperation  with  regional 
government  jurisdictions  and  other  municipal  jurisdictions,  have  to  shift 
its  priority  setting  procedures  from  a  focus  on  services  to  a  focus  on 
regional  or  municipal  populations  of  families  and  children,  that  is,  to 
population  problem  rates  touching  mothers,  parents,  children  and  families 
at  risk  or  in  the  early  throes  of  serious  distress  and  difficulty. 

The  sword  of  fa il ed  accountability  would  also  swing  two  ways:  a 

substantial  and  predictable  increase  in  taxpayer  cost  at  a  later  period 
in  the  etiology  of  social,  emotional,  and  behavior  problems  on  the  one 
hand,  and,  a  political  backlash  from  the  victims,  their  family  members, 
their  friends,  and  their  advocates  on  the  other. 

The  ultimate  result  of  the  second  scenario  would  be  to  bring  all 

four  dimensions  of  accountability  into  dynamic  balance,  the  precise  bal- 

♦ 

ance  at  any  one  time  being  determined  by  an  interplay  of  perceived  need 
and  value  commitments  within  major  segments  of  the  electorate  and  a  poli- 
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tical  weighing  of  the  electorate's  value  commitments  by  the  party  in 
power.  This  is  as  it  should  be.  In  the  new  political  situation,  how¬ 
ever,  the  focus  would  be  on  how  many  families  and  children  in  "our"  popu¬ 
lation  area  are  at  risk  or  in  distress,  not  on  agency  services. 

North  American  society  has,  in  the  past  twenty  years,  moved  from  a 
case  advocacy  to  a  class  advocacy  approach  to  perceived  problems,  and  the 
nature  of  political  discourse  has  matured  markedly  as  a  result.  This 
shift  can  be  expected  to  perpetuate  and  even  strengthen. 

The  Ontario  Ministry  of  Community  and  Social  Services,  in  1980-81, 
invested  just  $765,483,000  in  social  services,  about  45%  of  all  Govern¬ 
ment  of  Ontario  Expenditures  in  that  fiscal  year.  Under  the  second 
scenario,  priority  setting  within  the  Ontario  Cabinet  would  be  informed 
by  reference  to  some  reasonably  dependable  data  on  population  problem 
rates  and  the  estimated  cost  of  a  further  reduction  in  those  rates.  Un¬ 
til  now,  such  data  have  not  been  available.  Subjective  toying  with  per¬ 
centage  shifts  between  residential  care  and  home  care  or  community  care, 
for  example,  are  fraught  with  unintended  and  potentially  explosive  conse¬ 
quences  for  both  clients  and  politicians.  Ministry  block  allocations  to 
regions  and  areas  on  the  basis  of  per  capita  child  population  rates  can 
be  a  helpful  procedure  but,  alone,  lack  the  fine  tuning  possibility  which 
adequate  area  social  planning  information  and  cost-outcome  data  from 
operating  agencies  could  provide. 

Bailey  (1982)  in  discussing  trends  in  evaluation  research  makes  the 
following  comment: 

"There  was  a  tremendous  increase  in  interest  in  evaluation 

research  and  program  evaluation  in  the  1970's,  and  this  pro- 
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mises  to  continue  through  the  1980's  as  well.  Policy-makers, 
funding  organizations,  planners  and  program  staffs  need  answers 
to  a  number  of  questions: 

1  .  Is  the  intervention  reaching  the  appropriate  target  popu¬ 
lation? 

2.  Is  it  being  implemented  in  the  ways  specified? 

3.  Is  it  effective? 


4.  Hew  much  does  it  cost? 

5.  What  are  its  costs  relative  to  its  effectiveness"  (Bailey, 
1982,  461)? 


At  this  point  in  the  state  of  the  art,  program  evaluation  is  inconceiv¬ 
able  if  it  does  not  at  some  point  include  an  analysis  of  cost  in  relation 
to  outcome.  However,  to  date,  very  little  cost-outcome  work  has  been 
done  among  operating  agencies. 

Accountability  is  not  satisfied  by  information  as  to  the  volume  of 
service,  or  even  as  to  service  unit  cost,  since  unit  cost  can  be  easily 
reduced  by  depreciating  standards,  disregarding  outcome,  or  accepting 
only  the  less  severe  cases. 

The  researchers  were  convinced  that  theoretical  discussion  of  the 
desirability  of  cost-outcome  analysis  within  operating  agencies  is  no 
longer  enough.  Unless  feasibility  can  be  demonstrated,  and  in  a  divers¬ 
ity  of  settings,  any  suggestions  as  to  what  could  or  should  be  done  at 
the  level  of  government  policy  would  merit  and  probably  receive  little 
attention. 

Six  cost-outcome  demonstrations  in  different  treatment  settings  have 
been  reported  in  some  detail  in  a  separate  working  paper  produced  by  the 


Ontario  Economic  Council  entitled  The  Feasibility  of  Cost-Outcome  Analy- 
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sis  in  Ontario  Social  Services:  Six  Case  Studies  (McCready-Rahn,  1983). 
Feasibility  has  been  substantially  confirmed,  although  there  is  no  doubt 
that  much  work  must  still  be  done. 

Conclusions 

It  would  appear,  then,  that  the  hallmark  of  accountability,  cost- 
outcome  analysis  capacity,  is  quite  achievable  in  the  Ontario  social 
service  system  with  its  "empowerment"  model  mix  of  auspices  in  which  the 
administration  of  the  largest  proportion  of  social  services  is  given  to 
the  voluntary,  non-profit  sector. 

A  cost-outcome  analysis  capacity  within  voluntary  non-profit  and 
commercial  operating  agencies  can  be  expected  to  minimize  the  government 
interference  phenomenon  and  maximize  non-governmental  agency  autonomy 
around  both  board  level  policy  setting  and  management  initiatives.  Pri¬ 
ority  setting  among  population  problems  will  continue  to  be  the  peroga- 
tive  of  government  as  the  major  funding  source  for  social  services.  If 
voluntary  sectarian  and  non-sectarian  agencies  wish  to  have  the  kind  of 
autonomy  around  selection  of  clientele  they  once  enjoyed  when  most  of 
their  funding  came  from  private  philanthropy  they  could  still  rely  on 
donations;  but  the  new  technologies  for  population-wide  problem  and 
service  need  identification,  increasingly  in  the  hands  of  social  planning 
units,  can  be  seen  as  desirable.  A  more  equitable  attention  to  a  full 
range  of  family  and  individual  problems  may  be  achieved  in  this  way, 
regardless  of  how  much  philanthropic  appeal  a  given  problem  may  have. 
The  social  planning  units  also  assess  the  degree  to  which  services  are 


53 


being  provided  by  the  various  sectarian  and  non-sectarian  agencies  and 
recommend  services  that  need  provision. 

A  slight  loss  of  voluntary  agency  autonomy  around  selection  of  cli¬ 
entele  could  occur  but  would  be  more  than  compensated  for  by  the  availa¬ 
bility  of  public  funds  for  purchase  of  service  agreements.  As  cost-out- 
come  data  are  generated  within  operating  agencies  in  the  voluntary  sec¬ 
tor,  a  new  quality  of  autonomy  in  program  policy  development  and  in  ran- 
agement  will  also  compensate  for  the  loss  of  the  old  autonomy. 

In  part  associated  with  the  new  autonomy  is  the  possibility  of  real¬ 
ly  requesting  and  getting  full  cost  in  contracts  with  government.  As 
long  ago  as  1969,  The  Canadian  Council  of  Social  Development  (then  The 
Canadian  Welfare  Council)  urged 

"Provision  should  be  made  for  the  purchase  of  service  at 
its  full  cost  so  that  the  voluntary  dollar  is  used  to  sub¬ 
sidize  the  group  of  clients  who  do  not  qualify  for  public 
service  but  are  unable  to  pay  the  full  cost  of  service" 
(Canadian  Welfare  Council,  1969,  15). 

When  "cost",  however,  is  calculated  only  as  service  unit  cost  (cost 
per  day,  cost  p>er  hour,  cost  p>er  visit,  etc.),  accountability  is  only 
half  satisfied  because,  from  a  funding  point  of  view,  the  further  quest¬ 
ion  remains  -  for  how  many  days,  for  how  many  interview  hours,  and  with 
what  success?  To  free  up  goodwill  for  both  agency  administrator  and 

funding  source,  full  cost  must  refer  to  cost  per  closed  case  and  cost  per 

» 

successful  closed  case.  A  concern  is  expressed,  however,  that  non-profit 


firms  might  face  a  difficulty  in  retaining  volunteers  and  donations  if 
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the  government  provides  full-cost  contracts  for  services.  It  has  been 
noted  that  donations  and  volunteers  fall  off  under  certain  conditions 
when  government  grants  rise.  However,  in  the  scenario  of  policy  options 
provided  here,  the  voluntary  sector  may  still  be  able  to  induce  volun¬ 
teers  and  donations  by  providing  complimentary  services  which  are  not 
government  funded  or  by  going  beyond  the  financially  constrained  govern¬ 
ment  contracted  services  (Rose-Ackerman,  1981).  Also,  the  donor  would 
know  that  his  donation  would  not  be  used  to  substitute  for  a  government 
dollar  since  the  government  would  be  paying  full  cost  for  its  contracted 
social  services. 

Furthermore,  it  is  quite  clear  that  there  is  a  heterogeneity  of 
clients  in  Ontario  Some  sectarian  groups  might  wish  to  compliment  ser¬ 
vices  or  treatment  with  service  volunteers  and  donations.  This  would  be 
highly  appropriate  once  the  basic  cost  of  standard  treatment  results  have 
been  underwritten. 

Policy  Options 

While  a  case  has  been  made  for  a  social  service  system  in  Ontario 
that  is  at  the  same  time  diverse  and  accountable,  the  Ontario  government 
has  a  responsibility  to  further  pursue  the  latter. 

It  is  also  important  that  the  question  of  auspice  mix  be  further 
pursued.  The  point  has  been  made  that  if  one  is  to  compare  the  non¬ 
profit  agencies  with  for-profit  or  government  agencies  it  is  necessary  to 
know,  a)  problem  type  and  problem  severity  for  incoming  clientelle,  b) 
the  outcome  being  achieved,  and  c)  the  costs  of  achieving  a  given  out¬ 
come.  It  will  be  some  time  before  a  responsible  cost-outcome  comparison 
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can  be  undertaken  for  similar  programs  across  all  three  auspices  for 
administration.  Such  a  study  would  require  the  most  thorough  co-opera¬ 
tion  of  the  Ministry  of  Community  and  Social  Services,  municipal  social 
services,  the  non-profit  agencies,  and  the  for-profit  agencies. 

Accountability  has  been  the  subject  of  this  document.  While  it 
would  be  nice  to  know  the  benefit-cost  ratio  for  all  the  social  service 
programs,  Ontario  ratepayers  have  come  to  accept  the  need  for  social  ser¬ 
vices  on  a  virtually  universal  basis.  As  a  consequence,  the  government 
can  only  be  accountable  to  the  ratepayer  if  those  services  are  provided 
cost-effectively;  thus  the  emphasis  on  cost-outcome  analysis  in  this 
report. 

The  Ministry  has  already  done  much  to  assist  agencies  to  develop  a 
functional  and  program  budgeting  capacity  which  yields  an  average  service 
unit  cost  for  each  program  and  problem  type.  Furthermore,  the  Ministry 
can  do  much  to  assist  agencies  and  their  frontline  workers  to  develop 
scaled  treatment  outcome  measurement  formats.  If  these  two  components 
are  supported  and  even  required  eventually  by  the  Ministry,  the  data  will 
become  available  to  ensure  accountability  with  cost-outcome  data. 

Eventually,  such  data  will  also  permit  a  more  direct  answer  to  the 
following  questions: 

Are  non-profit  agencies  more  efficient  at  providing  ser¬ 
vices  than  government  agencies? 

Are  there  reasons  to  favour  governmental  or  non-profit 
operation  of  treatment  facilities? 

What  is  the  cptimal  mix  of  profit,  non-profit  and  govern¬ 
ment  treatment  operations? 


So  long  as  the  Ministry  is  moving  towards  a  capacity  to  answer 
those  questions  with  a  properly-developed  plan  (perhaps  five  years)  of 
consultation  on  internal  agency  information  system  development,  there 
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appears  to  be  no  reason  to  move  away  from  the  current  Ontario  mix  of 
auspices.  There  is  currently  an  auspice  heterogeneity  which  would  be  lost 
with  a  solely  government-operated  system.  This  diversity  in  auspices 
seems  appropriate,  given  the  heterogeneity  of  Ontario's  population. 

For  those  who  fear  that  a  mature  information  system  might  reveal 
wasted  worker  time  and/or  dollars,  it  must  be  remembered  that  the  com¬ 
munity  must  pay  for  any  lack  of  effective  treatment  as  well  as  for  lack 
of  efficiency  in  the  social  service  system.  Participation  in  a  cost- 
effective  set  of  services  can  be  seen  as  a  rewarding  challenge  rather 
than  a  burden.  There  is  reason  to  believe  that  such  a  challenge  can  be 
met.  Only  then  will  the  social  service  system  in  Ontario  satisfy  both 
the  ratepayer  and  the  client  in  an  optimal  manner. 
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APPENDIX  A 


Ta  bl  e  A-  1 

INCOME  GOUR&B:  ONTARIO  SOCIAL  SERVICES 
1980-81 


Source 

Amount 

% 

Federal -Provincial  * 

$765,483,400 

80.5 

Municipal ^ 

61,829,895 

6.5 

United  Way^ 

26,007,083 

2.7 

Fees : 

-  non-profit  agencies* * * 4 5 

24,397,338 

2.6) 

-  profit-oriented  agencies^ 

73,488,000 

)  10.3 

7.7) 

$951,205,716 

100.0 

Sources : 

*  This  total  of  $765,483,400  in  Federal-Provincial  funding  for  social 
services  on  Ontario  in  1980-81  is  taken  from  a  Special  Study  prepared  at 
the  request  of  the  researchers  by  the  Financial  Planning  and  Analysis 
Section,  Financial  Planning  and  Corporate  Analysis  Branch,  Ontario  Min¬ 
istry  of  Community  and  Social  Services,  May  25,  1982. 

^  This  total  is  taken  from  Ontario  Ministry  of  Community  and  Social 
Services,  Expenditures  by  Municipality:  Fiscal  Year  Ending  March  1981, 

Table  12  "Provincial-Federal,  Municipal  and  Other  Sources  Participation 
in  Expenditures  by  Program",  June  1982.  A  sub-analysis  of  Table  12 
shows  $30,756,401  of  municipal  funds  going  to  non-profit  agenies  and 
$31,073,494  to  municipally  administered  social  services  for  a  total  of 
$61,829,895. 

^  This  estimate  of  United  Way  allocations  to  non-profit  agencies  in 

1980  represents  an  actual  total  reported  by  eight  major  United  Way 
cities  in  Ontario:  Windsor,  Hamilton,  Timmins,  Woodstock,  Cambridge, 
Ottawa,  Toronto,  and  London.  This  study  was  completed  in  April -May  1982. 

4  Fee  income  to  United  Way  agencies  in  eight  major  Ontario  cities 
totalled  $24,397,338  according  to  our  April -May  1982  survey. 

5  Since  commercial  nurseries  do  not  receive  operating  grants  from  the 
Ministry  (as  do  certain  approved  charitable  non-profit  day  care  cen¬ 
tres),  and  since  the  commercial  day  care  centres  receive  a  relatively 
small  number  of  purchase  of  service  agreements  for  named  children,  the 
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bulk  of  their  income  is  from  fees.  We  have  used  a  conservative  estimate 
of  $10  per  day  for  30,620  commercial  day  care  spaces  over  240  days  a 
year  to  derive  an  estimate  of  $73,488,000  in  fee  income  generated  by  the 
776  commercial  centres  in  Ontario.  Information  was  obtained  from  the 
Day  Nursey  Information  System  (D.N.I.S.)  of  the  Management  Information 
Systems  Information  Centre  of  the  Ontario  Ministry  of  Community  and 
Social  Services,  880  Bay  Street,  Toronto. 


Ta  bl  e  A-  2 

EXPENDITURES  BY  AUSPICE  FOR  ADMINISTRATION 
Ontario  Social  Services:  1980-81 


Auspice 

Subtotal 

Total 

% 

Provincial  (COMSOC)^ 

$  248,377,600) 

$409,507, 194 

43 

Municipal  ^ 

161 , 129,594) 

Non-profit  Agencies: 

49 

-  from  COMSOC3 

387,049,700) 

-  from  municipalities4 

30,756,401 ) 

468,210,522 

-  from  United  Way3 

26,007,083) 

-  from  fees3 

24,397,338) 

.  7 

Profit-oriented  Agencies 

73,488,000 

73,488,000 

8 

(766  commercial  day  care 

facil  ities ) 

$951,205,716 

100% 

Sources : 


1  The  Ontario  Ministry  of  Community  and  Social  Services  document 
Expenditures  by  Municipality:  Fiscal  Year  Ending  March  1981  in  Table  12, 
"Provincial -Federal ,  Municipal  and  Other  Sources  Participation  in  Ex¬ 
penditures  by  Program"  reports  a  total  of  $597,373,887  for  services  in 
1980-81.  (This  is  in  addition  to  $776,835,076  spent  for  General  Welfare 
Assistance  and  Family  Benefits). 

In  a  Special  Study  prepared  by  the  Financial  Planning  and  Analysis  Sec¬ 
tion,  Financial  Planning  and  Corporate  Analysis  Branch,  Ontario  Ministry 
of  Community  and  Social  Service  (May  25,  1982),  total  Provincial -Federal 
spending  for  social  services  in  1980-81  is  reported  at  $765,483,400.  The 


Special  Study  report  allocates  these  Provincial -Federal  expenditures  by 
administrative  auspice: 
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COMSOC  Transfers  to  Non-Profit  Agencies 
COMSOC  Transfers  to  Profit-Oriented  Agencies 
COMSOC  Transfers  to  Municipalities  for  Purchased 
Services 

COMSOC  Transfers  to  Municipalities  for  Directly 
Operated  Social  Services 
COMSOC  Administered  Services 


$  345,716,900 

41,332,800 

130,056, 100 
248,377,600 


Total 


$  765,483,400 


The  $248,377,600  reported  here  is  taken  from  the  Special  Study. 

O 

This  figure  of  $161,129,594  is  taken  from  two  sources:  The  Ministry 
document  Expenditures  by  Municipality:  Fiscal  Year  Ending  March  1981  in 
Table  12  "Provincial -Federal ,  Municipal  and  Other  Sources  Participation 
in  Expenditures  for  all  COMSOC  related  social  services.  It  is  possible 
to  estimate  very  closely  the  administrative  auspices  for  use  of  these 
funds  as  follows:  municipal  administration  of  G.W.A.  $70,858,179,  non¬ 
profit  agency  administered  services  $30,756,401,  and  municipal  admin¬ 
istration  of  social  services  $31,073,494. 

J  The  Ministry's  Special  Study  reports  COMSOC  transfers  to  non-profit 
agencies  of  $345,716,900  and  COMSOC  transfers  to  municipalities  for 
purchased  services  of  $41,332,800.  Together  they  total  $387,049,700. 

4  The  Ministry  report  Expenditures  by  Municipality:  Fiscal  Year 
Ending  March  1981  in  Table  12  details  the  programs  to  which  the 
$132,688,074  in  municipal  spending  for  income  maintenance  and  social 
services  flow.  A  sub-analysis  shows  that  $30,756,401  of  these  municipal 
funds  flowed  to  non-profit  agencies  in  1980-81. 

^  In  April -May  1982,  the  researchers  mailed  a  short  information 
schedule  to  all  United  Why  organizations  in  Ontario  to  request  informa¬ 
tion  on  total  agency  expenditure  budgets,  total  United  Way  allocations, 
total  income  to  United  Way  agencies  from  government  contracts,  and  the 
total  income  from  fees  among  United  Why  agencies.  Eight  Ontario  United 
Ways  responded:  Windsor,  Hamilton,  Timmins,  Woodstock,  Cambridge, 

Ottawa,  Toronto  and  London. 

The  responses  indicated  that  in  1980  a  total  of  $107,351,081  was  re¬ 
ceived  by  United  Way  Agencies  as  follows: 

$  26,007,083 
'  56,946,660 
24,397,338 


United  Way  Allocations 
Government  Contracts 
Fee  Income 


$107,351,081 


(24.3%) 

(53.0%) 

(22.7%) 
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&  The  estimate  of  $24,397,338  is  taken  from  the  survey  of  eight 
major  Ontario  United  Ways  in  April -May  1982. 

^  The  Day  Nurseries  Information  System  (D.N.I.S.)  maintained  by  the 
Ministry's  Management  Information  Systems  Information  Centre  at  880  Bay 
Street,  Toronto  provided  information  on  1844  licensed  day  care  facili¬ 
ties  from  which  the  following  classification  by  auspice  can  be  made  (as 
of  October  1982): 

Profit-oriented  firms  &  entrepreneurs 
Non-profit  agencies 

Municipal  government  or  Band  operated 

The  total  capacity  by  auspice  is  as  follows: 

Profit-oriented  firms  &  entrepreneurs  30,620  (45%) 

Non-profit  agencies  28,072  (41%) 

Municipal  government  or  Band  operated  9,155  (14%) 

By  adopting  a  conservative  $10  per  day  average  fee  per  child  for  $30,620 
spaces  over  240  days  a  year,  we  can  estimate  a  dollar  volume  of 
$73,488,000  for  the  776  commercial  day  care  facilities. 


776  (42%) 
876  (48%) 
192  (10%) 
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ALL  CANADA  PROFILE  OF  ADMINISTRATIVE  AUSPICES 
FOR  PERSONAL  SOCIAL  SERVICES 

Preliminary  estimates  of  social  service  expenditures  classification 
administrative  auspice  (governmental,  voluntary  non-profit  or  profit- 
oriented)  were  obtained  for  Canadian  Provices,  in  addition  to  Ontario, 
in  order  to  compare  Ontario  with  other  jurisdictions.  The  estimates  are 
very  tentative  despite  considerable  assistance  from  several  Provincial 
Ministries.  In  no  instance  had  a  Province  undertaken  previously  to 
classify  social  service  expenditures  in  this  manner.  A  further  limita¬ 
tion  in  these  estimates  is  due  to  the  fact  that  only  for  Ontario  does 
the  total  expenditure  base  include  dollars  from  the  United  Way,  fees  and 
endowment,  as  well  as  public  funds.  For  the  other  Provinces,  only  tax 
dollars  are  reflected  in  the  analysis. 

The  five  profile  categories  (reprivatization,  empowerment,  pragma¬ 
tic  partnership,  governmental  operation,  and  nationalization)  are  drawn 
from  some  recent  conceptualizing  by  Ralph  M.  Kramer  of  the  School  of 
Social  Welfare  at  the  University  of  California,  Berkeley.  In  a  volume 
entitled  Voluntary  Agencies  In  the  Welfare  State  (1981),  Kramer  has 
postulated  and  defined  these  five  options  as  follows: 

1  .  "Reprivatization"  is  explained  as  a  traditional  conservative 
option  meaning  an  entrepreneurism  which"...  requires  the  use 
of  the  profit-making  sector  whenever  possible  and  relies  on 
competition  in  the  market  to  deliver  the  best-quality  service 
at  the  most  reasonable  price". 

2.  "Empowerment"  is  identified  as  a  neo-conservative  option 
which"...  places  faith  in  the  non-profit  sector  and  encour¬ 
ages  greater  utilization  of  voluntary  associations,  religious 
institutions,  neighbourhoods,  and  the  primary  social  sys¬ 
tems  "  . 
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3.  "Pragmatic  Partnership"  is  seen  as  "...  a  projection  of  the 
pattern  that  prevailed  during  the  1970's  in  the  United 
States".  Kramer  defines  this  option  as  one  which  relies  on 
governmental  funding  and  providing  pluralism. 

4.  "Governmental  Operation"  is  seen  as  illustrated  in  the 
English  Seebohm  Report  and  in  the  writings  of  Richard  M. 
Titmus.  Kramer  defines  this  option  as  one  which  "...  assumes 
that  only  the  state  can  administer  a  system  of  comprehensive 
personal  social  services  that  will  be  universal,  equitable, 
accountable,  and  available  as  a  right". 

5.  "Nationalization"  can  be  seen  as  illustrated  by  the  Quebec 
Bill  65  passed  in  1972  and  the  subsequent  reorganization  of 
all  social  and  health  services  under  one  governmental  network 
in  Quebec.  Under  this  option,  voluntary  non-profit  and  pro¬ 
fit-oriented  organizations  may  exist,  but  do  not  receive  any 
public  funding. 

In  addition  to  some  general  definitions,  Kramer  has  provided  a  pictoral 

representation  of  the  five  options  (Kramer,  1981,  273). 


FIGURE  B-1 

ALTERNATIVE  SECTORAL  RELATIONSHIPS  IN  THE  DELIVERY 
OF  THE  PERSONAL  SOCIAL  SERVICES 


ALTERNATIVE  FUTURES  273 


Repriv  atization 

F.mpou  erment 

Pragmatic 

Partnership 

Governmental 

Operation 

Nationalization 

RoU  of 
voluntary 
agency  ai 

Alternative 

Substitute 

Supplement 

Complement 

Obstacle 

Marginal 

P  =  Profit-making  organisations 
G  =  Governmental  organi7Jtions 
V  =  Voluntary  organisations 

Figure  5.  Alternative  Sectoral  Relationships  in  the  Delivery  of  the  Fbrsonal 

Social  Services 
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Note  that  the  Kramer  construct  focuses  upon  the  auspice  for  admin¬ 
istration  (government,  voluntary  non-profit  and  profit-making),  and  not 
upon  funding  source.  This  is  a  desirable  focus  since  it  affirms  the 
principle  that  organizational  auspice  for  the  delivery  of  social  ser¬ 
vices  is  determined  by  legal  status  and  not  by  source  of  funding. 

In  order  to  use  the  Kramer  alternatives  as  a  basis  from  which  to 
profile  or  describe  comparatively  the  ten  Provinces  of  Canada,  some  de¬ 
cision  rules  had  to  be  established,  in  particular,  to  mark  the  differ¬ 
ences  between  the  empowerment  and  pragmatic  partnership  options.  The 
following  criteria  have  been  used: 


Alternatives 

1.  Reprivatization 

2.  Empowerment 

3.  Pratmatic 
Partnership 

4.  Governmental 
Operation 

5.  Nationaliza¬ 
tion 


Prof it- 
making 

51%  minimum 


A  lesser  portion 
of  remainder 

A  lesser  portion 
of  reminder 

A  lesser  portion 
of  reminder 

A  lesser  portion 
of  reminder 


Government 

Administered 

A  lesser  prortion 
of  reminder 

A  greater  poriton 
of  reminder 

51%  minimum 

75%  minimum 
95%  minimum 


Vol  untary 
Non-Profit 

A  greater  portion 
of  reminder 

51%  minimum 


A  greater  portion 
of  reminder 

A  greater  portion 
of  reminder 

A  greater  portion 
of  reminder 


On  the  basis  of  the  five  Kramer  alternatives  and  the  imposed 
decision  rules,  the  profile  for  Canadian  Provinces  can  be  sketched  as  in 


Table  B-1 
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Table  B-1 

ADMINISTRATIVE  AUSPICES  FOR  SOCIAL  SERVICES: 
PROFILE  OF  CANADIAN  PROVINCES 


Kramer 

Profit- 

Vol  untary 

Alternative 

Province 

Making 

Government  Non-Profit 

1.  Reprivatization 

( none ) 

2.  Empowerment 

British  Columbia 

4.0% 

41 .5% 

54.5% 

Ontario  * 

8.0% 

43.0% 

49.0% 

3.  Pragmatic 

Alberta 

7.9% 

55.7% 

36.3% 

Partnership 

Newfoundland 

7.0% 

51.0% 

42.0% 

Nova  Scotia 

3.0% 

65.0% 

32.0% 

Saskatchewan 

5 . 6% 

70.6% 

23.7% 

4.  Government 

Manitoba 

5.0% 

80 . 0% 

15.0% 

Operation 

New  Brunswick 

0.0% 

87.0% 

13.0% 

5.  Nationalization 

Prince  Edward 

Isla  nd 

0.0% 

95.0% 

( est . ) 

5.0% 

Quebec 

1.0%  ( est . 

)  95 . 0% 

( est . ) 

4 . 0%(  est 

Note : 

*  While  Ontario  does  not  satisfy  the  decision  rule  of  51%  under 
voluntary,  non-profit  administration,  the  largest  proportion  of  expendi¬ 
tures  (49%)  goes  to  the  voluntary  non-profit  sector  and  on  this  basis 
the  empowerment  option  comes  closest  to  describing  the  Ontario  situa¬ 
tion. 
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